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THE NEW HAMPSHIRE COMPACT OF 188s. 
By GEORGE P. FIELD. 


In 1885 but few of the Western 
and Southern States had enacted 
valued policy bills, socalled. When 
such measures had been introduced 
in the Legislatures of the Eastern, 
and particularly the New England 
States, they received no popular 
endorsement and were easily de- 
feated by the protests of the busi- 
ness men and their insurance 
agents. 

On the zoth of June, 1885, a 
valued policy bill was introduced in 
the Legislature of New Hampshire, 
which was apparently welcomed by 
the people of the State, and seemed 
from the first destined to become 
law. This seeming enthusiasm has 
been popularly attributed to the 
known desire of a leading citizen of 
the State for the passage of some 
such bill. Since the last session of 
the Legislature he had been in- 
volved in a warm controversy with 
insurance companies over a loss he 
had sustained, and his followers all 
over the State well understood that 
it would not be displeasing to him 
if the insurance companies were in 
some way punished. 

While this contributed to the suc- 
cess of the bill and was, I have 


little doubt, the cause of its pres- 
entation, I have always believed 
that its strong initial boom was due 
to another cause. For years the 
New Hampshire Legislature had 
been the scene of a merry war be- 
tween the rival railroads operating 
in the State, and the natural result 
was that nowhere could be found a 
relatively larger or better managed 
lobby than in New Hampshire. 
The summer of 1885, for the first 
time in years, found the railroads 
at peace and a hungry lobby at 
Concord with nothing in sight. 
This bill was taken up by them, 
partly out of friendship to the gen- 
tleman previously referred to, partly 
in a spirit of mischief because there 
was nothing else to do, and partly 
from a hope that in some way there 
might be ‘‘something in it’’ for 
them. While the bill was pending 
I was several times advised that if 
a sufficient pecuniary inducement 
could be shown the measure would 
be killed. As none of these propo- 
sitions were considered, I have no 
means of knowing how reliable 
they were. I have always believed, 
however, that the goods could have 
been delivered as promised. 
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The companies, on notice of the 
proposed legislation, indicated a de- 
sire that the New England Insur- 
ance Exchange, of which body I 
was at that time president, should 
take action in opposition to the bill. 
A committee was appointed by the 
Exchange, known as the ‘‘ Commit- 
tee on Legislation in New Hamp- 
shire,’’ of which I was ez officio, the 
chairman. That committee was in- 
structed to oppose by all legitimate 
means the passage of the valued 
policy bill, and also two other ob- 
jectionable bills before the Legisla- 
ture,—one preventing removal of 
suits from State to United States 
courts, the other an anti-rate com- 
bination bill. This committee 
sought the advice of the leading 
companies interested in the business 
of the State, and it was the unani- 
mous opinion that, while appearing 
before the committee of the Legisla- 
ture and circulating the proper 
educational literature through the 
mail and the local press, the strong- 
est effort should be made through 
the local agents. To that end the 
companies agreed to instruct their 
agents to use their influence with 
members of the Legislature to de- 
feat the bills, and to advise them 
that if such laws were enacted their 
interests would be affected, as the 
companies would withdraw from 
the State. 


While this threat of withdrawal 
had been several times made in 
other States, no opportunity to test 
the sincerity of the companies in 
making it had occurred, and in 
common with the other members of 
the committee and the Exchange, I 
had a ‘‘ reasonable doubt’’ whether 
the withdrawal would take place if 
the bills passed. With the view of 


solving this doubt, an agreement, 
afterward known as the ‘‘ New 
Hampshire compact,’’ was drawn, 
and by some member of the com- 
mittee personally presented to every 
foreign company represented in the 
State forsignature. In no case was 
any argument used, except that the 
companies had declared their inten- 
tion of withdrawing if the bills 
passed ; that this was published in 
the newspapers of the State and 
was by many, including a number 
of the local agents, believed to be 
only ‘‘a bluff’’; that to make the 
threat and not carry it out would 
weaken if not destroy the influence 
of the Exchange in their other 
work; that signatures were asked 
only to show that the companies in- 
tended to do as many of them had 
publicly stated they would do; that 
if on reflection it seemed withdrawal 
was not the best course, that argu- 
ment would be withdrawn and any 
other that might be suggested would 
be put in force. The compact was 
signed by fifty-one of the fifty-two 
companies represented in the State, 
and not one raised any question as 
to the expediency of the proposed 
action; such objections as were 
raised were based on a fear that all 
the companies might not act in 
good faith. 

The position of the Exchange in 
this matter has been often misrep- 
resented. It never was the inten- 
tion of the Exchange, or any 
member of it, so far as I know, to 
force the withdrawal, but some of 
us felt very strongly that if such 
action was to be threatened it should 
be carried out promptly and unani- 
mously. 

The ‘‘ New Hampshire Compact’’ 
read as follows: 




















In case the present New Hampshire 
Legislature pass any bill, which becomes a 
law, which includes either the valued 
policy feature on any class of property, or 
prohibits associations of agents or com- 
panies for purposes of maintaining rates, 
WE HEREBY AGREE: 


First. That we will, at once, remove all 
our agencies in the State of New Hamp- 
shire, and so advise the Insurance Com- 
missioner. 


Second. That we will not accept from 
any agency, or at our own office, any risk 
on property located in New Hampshire 
[for any citizen of that State]* so long as 
the law remains in force, or reinsure any 
such risk so written. 


Third, That we will carry this compact 
into effect immediately on receipt of notice 
from the New England Insurancs Ex- 
change that such a law is in force, with 
copy of the same. 


Fourth. That this compact having gone 
into effect, if we desire to withdraw, we 
will give the New England Insurance Ex- 
change ninety days’ notice of our intention 
to withdraw from the compact; and that 
until expiration of such notice, we will in 
good faith observe the above agreements. 

It being fully understood that our signa- 
tures to this compact are of no effect unless 
it is agreed to by at least forty of the forty- 
eight (t) fire insurance companies repre- 
sented in the State, such forty to include 
at least 65% of the capital, and also that in 
case the number of co-operating companies 
is at any time reduced below the foregoing 
limits by notice of withdrawal from the 
compact as above provided, we shall be 
notified of the fact by the Exchange, and 
a meeting of the signers shall be cailed to 
consider the situation. 


It was signed by fifty-one com- 
panies of the fifty-two represented 
in the State, and eventually by 128 
others. 

In spite of all the efforts of the 
companies, the bills easily passed 


*The erasure of the words, “‘ for any citizen of 
that State,” in the second clause of the compact, 
was agreed to by all but nine of the original 
signers. 
tOf the fifty-two foreign companies repre- 
sented in the State, forty-eight were stock com- 
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both branches of the Legislature, 
and on the 29th day of August, the 
last day of the session, became 
laws, being signed by the Governor 
that evening. On the following day 
every foreign company represented 
in the State cancelled its agencies 
by telegraph and withdrew from the 
State September rst. 


The surprise with which this 
withdrawal was received showed 
that the proposed action of the com- 
panies was not seriously regarded 
by the people of the State, or in 
most cases by the local agents. At 
first the attempt was made to 
‘*stampede’’ the companies into 
returning. It was denied that 
any difficulty was experienced 
in procuring insurance as it was 
needed. But as time proved the 
falsity of these statements, and 
as by expirations of existing pol- 
icies the situation became more 
acute, an appeal was made to the 
‘* State pride,’’ which was most en- 
thusiastically responded to. The 
organization of local companies be- 
gan all over the State, and in a very 
few months four new stock com- 
panies, with an aggregate capital of 
$525,000 and a multitude of mutuals, 
were ready for business. These 
companies were all managed by the 
former local agents of the old line 
companies. A condition entirely 
unforeseen now arose. Nearly every 
former agent was an officer in at 
least one, and in some cases, four 
companies. They were fairly lib- 
eral to themselves in compensation 
by salary or commission, or both; 
they were free from dictation, and 
were now principals where they had 
been agents, and their policies were 
disposed of at advanced rates as 
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panies, because with their customers 
it was ‘‘ Hobson’s choice.’’ Instead, 
therefore, of being injured by the 
withdrawal, their pecuniary condi- 
tion was in many cases bettered, and 
instead of being interested in secur- 
ing the repeal of the objectionable 
laws, they were more than contented 
to allow them to remain in force. 

The situation remained unchanged 
for four years. There were oc- 
casionally rumors of a _ proposed 
re-entry, but with the exception of 
one small Massachusetts mutual 
(not an original signer of the com- 
pact), which re-entered the State in 
May, 1889, the companies remained 
loyal to their agreement. In Sep- 
tember, 1889, one of the largest 
companies in the country gave the 
Exchange the required notice of its 
intention to withdraw from the com- 
pact, which was followed by several 
others. A meeting of the signers 
was called in New York, the situa- 
tion discussed, and a strong com- 
mittee appointed to interview the 
companies proposing to withdraw 
their signatures. This committee, 
at an adjourned meeting, reported 
that the company first giving notice 
was determined in its position, and 
recommended that the compact be 
formally dissolvedand all thesigners 
released. This recommendation was 
adopted and the New Hampshire 
compact became a ‘‘had been.’’ 
Nineteen companies re-entered the 
State before the close of the year — 
all but three waiting until De- 
cember, when their ninety days’ 
notice expired. 

I have been often asked what 
would have been the probable result 
had the compact not been aban- 
doned? Having in mind the ad- 
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humorists, ‘‘ Never prophesy unless 
you know,”’ I believe that had the 
companies held on a few years longer 
the laws would have been repealed 
or modified. I base this on the facts 
which came to light after the old 
line companies resumed business. 
Many, if not most of the mutuals, 
were in such condition that they 
must shortly have assessed their 
policyholders if they were to pay 
their claims, and some of the stock 
companies were in far from a healthy 
condition. If the failure of the 
‘*Peoples’’ had occurred when the 
state was dependent on its local 
companies, it would have caused 
such a distrust of many of the other 
companies that they would have 
been forced to suspend, and the re- 
sult, it seems to me, would have 
been an honorable compromise 
which would have brought the old 
companies back. 

A review of the New Hampshire 
compact would be incomplete with- 
out mention of the wonderful 
amount of work in the line of fire 
protection which it caused. In the 
lack of adequate insurance facilities, 
fire departments were strengthened, 
water supplies introduced, individ- 
ual risks protected and watched to 
an extent hitherto unknown in the 
state. This had its immediate effect 
on the loss ratio of the state, which 
is still continued. In this regard 
the withdrawing companies did the 
state good service. 

That the compact was a deterrent 
to adverse legislation in other states 
is apparent by the increase of such 
legislation since its abandonment, as 
compared with the years while it 
was in force. Since 1890 the in- 
crease of such legislation has been 
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understood everywhere that no mat- 
ter how vicious the laws the com- 
panies will submit, as they do. It 
is only when, as in a very recent 
case, the laws are so severe as to in- 
terfere with the business every- 
where, or, as in another state, to 
imperil even the corporate existence 
of the companies, that they will 
emphatically protest. In spite of 
all the adverse criticism against it, 
I still believe that the action in 
New Hampshire was wise, and 
that the abrogation of that agree- 
ment was a severe blow to the 


best interests of insurance capital. 

Such isa plain history of the New 
Hampshire compact,—in prevent- 
ing hostile legislation and securing 
its repeal, a dead failure, — as show- 
ing that insurance companies can 
agree among themselves and religi- 
ously live for years up to their 
agreements without a suspicion of 
bad faith, a distinguished success. 
For that if nothing else it deserves 
this late obituary from one who 
by his then official position was 
somewhat ‘‘in evidence’’ at its 
birth. 





VALUATION OF THE FIRST YEAR'S PREMIUM. 


It has recently been proposed to 
change the method of valuing poli- 
cies issued by level premium com- 
panies, by allowing the companies 
to use the entire premium for cur- 
rent mortality and expenses, with- 
out laying aside the accustomed re- 
serve required by law and by the 
established practice of actuaries. 


Without attempting to enter upon 
a technical discussion of the basis of 
reserve adopted by Massachusetts 
and other states, it may be said that 
‘‘level premium’’ means a uniform 
charge throughout the term of a 
policy, and that the reserve is that 
portion of the premium laid aside 
year by year to equalize the increas- 
ing cost of insurance due to death 
losses, and to secure the payment of 
the policy in full at maturity.* 

It has never, until lately, been 
recognized by any actuary that there 
was any year during the life of the 
policy when it was not equally im- 
portant with other years to lay aside 
the full measure of reserve. 

The condition which has led to 


mission expenditure for the pro- 
curement of new business. The 
loading which, by long established 
practice, is added to the net pre- 
mium for expenses, allows the pay- 
ment on first year’s business of about 
twenty-five per cent, in agency com- 
missions. In former years the pre- 
vailing rate of commissions for new 
business was well within this fig- 
ure, but more recently competition 
and the increased compensation de- 
manded by agents has lead to an in- 
crease of first year’s commissions far 
beyond the percentage allowed by 


*Atage thirty the new policy-holder entering 
a company pays an annual net premium, not in- 
cluding loading for expenses, of $16.97 on each 
thousand dollars of insurance. Of that sum $8.10 
will be required to pay death losses during the 
first year on the policies of that class, $8.87 less 
than the whole net premium. But at 
fifty-three the current death cost for 
first time rises above the net premium 
thereafter steadily increases until at age 
seventy it is $57.78 per thousand of insur- 
ance, or nearly four times the net premium act- 
ually collected. We see, therefore, that there is 
a gain in the earlier years of a policy which 
gradually diminishes up to a certain point, and 
that thereafter there is an increasing loss until 
the expiration of the policy. The loss in later 
years is equalized by the overcharge in earlier 

ears. This overcharge is mathematically calcu- 
ated upon universally accepted principles, to be 
sufficient, if invested at compound interest, to 
provide for the equalization. This invested fund 
is called the reserve, is charged as a liability 
against the company and has been adopted by 
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the loading. The prevailing com- 
missions on first year’s business 
range from fifty to seventy-five per 
cent. Ina few instances it is lower 
than the minimum named ; in others 
higher than the maximum. Re- 
newal commissions average about 
seven and one-half per cent. 

Where a company is strong in 
surplus funds these conditions do 
not present a serious menace, since 
it is merely a question of setting 
aside from the surplus an amount 
sufficient to cover the reserve lia- 
bility which in the first year is 
about all absorbed by the commis- 
sions paid for placing the policy. If 
the policy lapses at the end of the 
year the reserve is charged off and 
reverts back to the surplus. [If it 
persists the company, in course of 
a few years, is able to equalize the 
excess expenditure out of expense 
loading and thus reimburse its sur- 
plus funds. 

If, on the other hand, a company 
is weak in surplus funds, it may not 
be able to affect this temporary 
transfer of funds from surplus to 
reserve liability without suffering 
from public criticism, or, in an ex- 
treme case, subjecting itself to tech- 
nical insolvency under the net val- 
uation law. Its predicament will 
be particularly distressing if it is 
placing a large amount of new busi- 
ness annually at a high rate of 
commission. 

There are some companies which 
are comparatively weak in surplus 
funds, and which at the same time 
are working under high pressure to 
secure large amounts of new busi- 
ness. The proposition to abandon 
the practice of laying aside a re- 
serve on first year’s business has 
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estsof these companies. This change 
in valuation is not necessary to the 
majority of companies, and is urged 
as necessary only in the case ofa 
minority. Admitting that the con- 
ditions of the market demand the 
payment of an excess commission on 
first year’s business, and that it is 
extremely difficult, if not impossible, 
for companies weak in surplus funds 
to meet this demand, we may ask: 
Is the proposed change in line with 
sound economics ? 


Let us examine the question. The 
gross premium charged by life in- 
surance companies is divided into 
two parts, the net premium which 
provides for the insurance and the 
loading which provides for the ex- 
pense. The net premium is again 
divided into two parts, the sum 
necessary for current mortality and 
the reserve which is set aside as a 
sinking fund to provide for the ex- 
cessive mortality oflater years. The 
whole net premium is a mortality fund, 
part of it paid out at once in death 
claims, part of it held to satisfy the 
death claims of the future. The net 
premium is distributed, or leveled, 
by mathematical calculation, equally 
throughout each year the policy has 
to run. 

Upon what ground can we reason- 
ably ask for a change in the net pre- 
mium? Manifestly upon an increase 
or decrease in current mortality or 
in interest earnings upon the reserve 
or sinking fund. The net premium 
is computed in accordance with 
these two elements; any economic 
variation in the net premium must 
therefore be guided entirely by 
changes intheseelements. Further- 
more, any such variation, if rightly 
adjusted, will effect equally every 
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policy. It would not be possible to 
apply, scientifically, any variation 
in mortality or interest to any par- 
ticular year, either the first, the fifth 
or the last. 

In the proposition which we have 
under consideration there is no ar- 
gument advanced in favor of a 
change in the method of computing 
the reserve on the ground that there 
has been a modification in mortality 
or interest, but merely that there has 
been an increase in the expense of 
placing new business. As we have 
seen the gross premium contains an 
especial fund for expenses called 
‘‘loading.’’ If expenses have in- 
creased, and the conditions of the 
market do not allow a decrease, 
sound principles would seem to dic- 
tate an increase in the loading. As 
any change of the net premium 
would logically follow variations 
in interest and mortality, so in like 
manner variations in expense would, 
if adjusted on the basis of sound 
economics, be met by changes in the 
loading forexpenses. The insurance 
and expense funds are distinct. To 
mix their functions, and allow the 
losses of one to be restored by im- 
pairing the integrity of the other, 
cannot be justified from any busi- 
nesslike point of view. 


As has been said, to the well- 
managed companies strong in sur- 
plus funds, the large expenditure 
on first year’s business, necessitated 
by competition, does not present a 
problem of particular moment, since 
this plan of doing business has its 
compensations forthem. But in the 
case of weak companies the situa- 
tion is very different. Having spent 
a large portion of the first premium 
in commissions they must supply 
the deficiency in reserve from sur- 


plus funds, which they cannot do 
without seriously depleting those 
funds or possibly exhausting them 
altogether. The proposition which 
they make, therefore, is to effect a 
revolution in the methods of com- 
puting life insurance reserves, not 
upon economic grounds, but solely 
as a question of expediency. 

Such a proposition cannot be en- 
dorsed by anyone having considera- 
tion for the future safety and success 
of life insurance. It is unscientific; 
it is unbusinesslike; it is danger- 
ous; it is indefensible. 

Its adoption would result in irre- 
parable injury to the business as a 
whole, and any attempt to effect a 
change by legislation, or by the 
adoption of policy contracts de- 
signed in form but not in substance 
to accomplish the change, is certain 
in the future to direct unfavorable 
public criticism toward the com- | 
panies attempting it. Every actu- 
ary who is interested in preserving 
the integrity of his profession should 
stand firmly against the proposition, 
and not yield to the temptation to 
sacrifice to expediency the principles 
upon which the business has been 
reared and upon which it must look 
for success in the future. 


It is urged in behalf of these 
companies that self-preservation de- 
mands the change suggested. Pos- 
sibly it does, but a company which 
is unable to meet conditions as they 
exist today, cannot long be pre- 
served by any temporary expedient. 
The concession asked, since if it is 
extended at all must be extended 
to all companies alike, would not 
give the weak companies any com- 
petive advantage over others. It 
would merely save them from the 
application of a legal reserve as a 
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test of solvency. But the exigency 
which today compels them to ask 
that they be allowed to use the first 
year’s premium for expenses, will 
compel them in a few years to ask 
for the second year’s reserve for the 
same purpose. Following out this 
process logically we might in time 
take down the entire reserve merely 
for the purpose of perpetuating 
badly-managed institutions. No 
one can desire the destruction of any 
life insurance company. All hon- 
orable and reasonable means which 
can be adopted to preserve existing 
institutions should be favored, but 
there is a limit. We must not go too 
far. There is a danger that in seek- 
ing to preserve we may undermine. 
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Under a competent management, 
guided by conservatism rather than 
ambition for large results, a com- 
pany which is weak in surplus funds 
may meet the situation without 
resort to any such uneconomic ex- 
pedient as the impairment of the 
reserve. With a management of 
any other kind it is difficult to see 
how such a company can hope to be 
preserved under any circumstances. 
If it must fall, it must, and it is 
incumbent upon those interested in 
the highest welfare of the busi- 
ness, to resist any attempt to pre- 
serve or foster special interests 
by methods which will endanger 
the whole structure of life insur- 
ance. 





INDUSTRIAL CONCENTRATION AND FIRE INSURANCE. 


The formation of industrial agree- 
ments for the regulation of output 
and price, commonly known as 
‘‘trusts,’’ and the more recent or- 
ganization of highly centralized cor- 
porations designed to secure control 
of the products of a special industry, 
very closely affects the business of 
fire insurance, first because it may 
tend to decrease the demand for in- 
surance and displace the agent, and 
second because it affects in a general 
way the relations between the busi- 
ness of underwriting and the State. 

Since the first question affects in- 
come directly, it is of prime import- 
ance to consider the extent to which 
the movement toward industrial 
centralization has progressed, its 
effect upon the business of com- 
panies and agents, and finally what 
the future outlook may be for this 
new and seemingly revolutionary 
form of industry. 


While the movement is 


not, 





strictly speaking, of recent date, the 
oil and sugar trusts, the railroad 
tariff agreements and many other 
forms of industrial organizations 
designed to fix and regulate prices, 
having been in existence for a num- 
ber of years—yet as a public issue 
it has arisen only within the past 
few years. Impelled either by the 
operation of general causes or in- 
spired by the example of seemingly 
successful price fixing organizations, 
the movement has recently developed 
with remarkable velocity, particu- 
larly within the past year or two. 
By competent authorities it is esti- 
mated that in March, 1898, there 
existed 200 industrial combinations 
representing a capitalization of 
$3,662,241,000, and that a year later 
the numberof such organizations had 
been increased to 353 with a capital- 
ization of $5,832,882,000. This cap- 
italization represents very nearly the 
total value of the manufacturing 
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plants of the United States as esti- 
mated by the census of 1890. Over 
fifty per cent. of the manufacturing 
capital employed today, probably 
nearer seventy-five per cent., is em- 
braced in so-called trusts or monopo- 
listic corporations. Their number 
is growing every day. The move- 
ment is not confined to the United 
States. In England it is quite gen- 
eral, over two billion dollars of cap- 
ital being represented in centralized 
industries in that country. 

This movement will probably tend 
to decrease the demand for insur- 
ance by the shutting down of plants 
whose operation is not necessary to 
supply the general demand, and 
also by the limitation of output, 
thus diminishing the value of prop- 
erty in process of manufacture, in 
storage and in stock. It would also 
diminish the demand in so far as 
the movement resulted in self insur- 
ance. This probably would not be 
done to any great extent, since the 
property of the trusts and combina- 
tions is not as a rule sufficiently 
large to make this practicable. Even 
in the case of railroads, where 
property is extensive and widely 
distributed, self insurance has not 
been generally adopted. It is only 
in the case of public property, where 
the mutual ‘interests of the whole 
community are involved, and ordin- 
ary rules of business precaution and 
economy do not prevail, that self 
insurance is very popular. 

But there would undoubtedly be 
a diminution of demand from the 
closing of plants and the limitation 
of output. It is possible, however, 
that this decrease would be offset by 
a relative increase in insurance to 
value which might result under the 
superior management which it is 


claimed will be one of the results 
of centralization. Again while there 
might be a loss in gross income to 
the companies, possibly the net in- 
come or profits would be favorably 
affected by the improvement in gen- 
eral hazard which the management 
of a successful combination con- 
trolled and directed with a single 
eye to economy, would probably be 
inclined to introduce. It is true that 
such improvements would reduce 
the income of agents working upon 
a commission basis; but this is a 
process in operation all the time, 
and is not peculiar to industrial con- 
centration; although it probably 
will be accelerated by such concen- 
tration. ) 

The effect of the trust movement 
is likely to be more serious in the 
case of agents. Any decrease in 
gross income due to the causes out- 
lined will be felt by the agents even 
more than the companies, since it 
must diminish his profits if compen- 
sated on the flat commission basis, 
whereas in the case of the company 
it may not affect net profits. But 
this is not the main source of the 
disturbance to agents, who will more 
seriously feel the results in the en- 
tire loss of lines of insurance upon 
manufacturing plants which have 
been absorbed by the combination, 
upon those which may be closed up 
entirely and also upon the establish- 
ments of jobbers and commission 
houses which may be eliminated in 
the general consolidation. 

The loss of lines due to the shut- 
ting down of plants and the closing 
out of the middleman will result 
only in a feeling of resentment at 
the general conditions prevailing ; 
but the transfer of lines from one 
locality to another as a result of the 
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combination will probably lead to 
a warm controversy and an earnest 
effort on the part of agents in all 
sections to protect what they con- 
sider to be their interests in the 
matter. The problem in this respect 
is a serious one and is likely to re- 
sult in some important readjust- 
ments in the agency field. 

It is quite natural that the man- 
agement of a centralized industry 
should seek to place its insurance 
in a single locality, both for con- 
venience and expected economy in 
the matter of rates. If this tendency 
is not checked it will result in the 
placing of the insurance in large 
centres (mainly in New York City) 
and the loss of the risks and conse- 
quently the commission to the agents 
in the localities where the plants 
are-situated. To all agents this 
loss will be a serious matter; to 
some a question of livelihood, since 
in many cases the handling of the 
insurance of these plants furnishes 
the main income of the agent. 

That both agents and companies 
are not unmindful of the problem 
is shown by the recent appointment 
of a special committee of the New 
England Insurance Exchange to 
consider plans for holding these 
risks for the agents previously writ- 
ing them. The task is a difficult 
one. It is hardly probable that sen- 
timent will prompt trust manage- 
ments to sacrifice convenience and 
expected economy in the interests 
ofthe localagents. Individually the 


agents are helpless, and collectively 
their power is confined to the pres- 
sure they may bring to bear upon 
the companies or their fellow agents. 
‘The companies can help the agents 
in so far as they will refrain from 
over-head writing, but that is not 
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the whole of the problem, since the 
loss of trust property to one agent 
will in many cases be the gain of 
another, the transfer being merely 
one of locality. A pledge against 
over-head writing would have no 
force under such circumstances. The 
question can be settled only by the 
agents themselves. 

With a practically universal agree- 
ment between the companies upon 
the matter of over-head writing, and 
a strong agency organization in 
which the community of interest was 
binding enough to cause individual 
sacrifice for the good-of all, the sit- 
uation could probably be met with 
reasonable success; that is to say 
the trust managers would find it ex- 
tremely difficult to place insurance 
except through the old channels. 
But unless these conditions prevail 
it cannot be denied that the trust 
movement contains a serious men- 
ace to agents and that logically 
carried out without countervailing 
checks, it must result in the elimi- 
nation of a great many agents, pos- 
sibly in some cases of the most 
deserving and competent agents, 
although as a general thing in re- 
adjustments of this kind the fittest 
do survive. 

This conclusion is based to a con- 
siderable degree upon the claim 
made by many that the present 
movement toward industrial concen- 
tration is not atemporary phenomena 
but is the forerunner of evolution- 
ary changes in the whole industrial 
system. It is therefore important to 
consider whether or not this claim 
is based upon good grounds. 

The oil trust, the parent of all 
trusts in America, was organized 
in 1872; the cotton seed oil trust in 
1884 and the sugar trust in 1887. 
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Between railroads and telegraph 
companies there have for a number 
of years existed agreements relating 
to rates. The movement toward 
centralization has steadily grown 
until today very nearly all of the 
leading industries have been drawn 
into the stream—not only manufac- 
turers but in many cases the pro- 
ducers of raw material. Agreements 
between middlemen as to prices are 
also quite common. 


In order that the question may be 
fairly considered it is necessary to 
recognize at once that there are two 
distinct phases to the movement; two 
clearly defined causes which have 
led to industrial concentration. The 
first is the desire to cheapen and 
improve the product by the elimina- 
tion of wasteful competition, im- 
proved methods and superior man- 
agement; the second a desire to 
‘maintain highly profitable prices by 
establishing monopolistic control of 
the product. 

It is important to make this dis- 
tinction both because it a truthful 
one and because it greatly simpli- 
fies the problem; for there will 
hardly be any difference of opinion 
among honest and intelligent men 
regarding the last phase, the pure 
attempt at monopoly. Such men 
cannot fail ‘to raise their voices 
against it as uneconomic, artificial 
and in every respect unsound. It 
may therefore be eliminated from 
consideration, after we have said 
that it is a dangerous tendency 
which should be resisted—more 
dangerous to the investor than the 
public at large, for it is sure to fail 
without the interference of State 
legislation, which is of doubtful ex- 
pediency at all times. Economic 
law will effect its downfall more 


speedily than anything else, for it 
will simply be impossible to main- 
tain, for any length of time, highly 
profitable prices under any form of 
monopoly, without inviting com- 
petition. The projectors of these 
attempts at monopoly and the people 
whom they induce to invest are 
doomed to ultimate disappointment 
and loss. 

The question we have to consider 
is whether the tendency toward cen- 
tralization for the purpose of elimi- 
nating competition and affecting 
economies in production, is a per- 
manent one, and whether we are 
actually entering upon an industrial 
era in which active competition is 
virtually eliminated—potential com- 
petition cannot be eliminated. 

Upon this question there is ample 
room for a difference of opinion be- 
tween honest and intelligent men. 
The centralization of industries, 
whether in the form of trusts or of 
single great corporations, must 
stand or fall by the test of detriment 
or benefit to the community at large. 

The objections cited against cen- 
tralization are the reduced oppor- 
tunity for individual effort, its in- 
evitable elimination of a considera- 
ble portion of those previously 
engaged in the business, and the 
great power vested in a compara- 
tively few hands—a power which 
may be unduly exercised to reduce 
wages, inflate prices and influence 
legislation. 

Upon the other side it is claimed 
that the consumer gets a lower price 
and a better article; that economies 
in production and improved meth- 
ods extend the market and bring 
commodities within the reach of 
people who might otherwise be un- 
able to procure them ; that this ex- 
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tension of market, together with the 
diverse new industries constantly 
created, tend to absorb the talent and 
labor displaced; that higher wages 
prevail; that prices cannot be infla- 
ted without inviting competition, 
and that the position of the trust in 
politics is merely to defend itself 
against ignorant and malicious at- 
tacks on the part of political dema- 
gogues and blackmailers. 


It seems reasonable to suppose 
that a properly organized trust or 
controlling corporation should be 
able to materially reduce the price 
to the consumer. An observer of 
competition as it exists today in all 
lines of business, knows that it is 
wasteful and sometimes ruinous; 
that it increases the cost of doing 
business and that the consumer must 
pay thecost. If twenty houses com- 
bine and employ one drummer to sell 
a line of goods which under compe- 
tition required twenty drummers, 
there must be an immense saving in 
cost. This isan economic fact which 
we can recognize without ld6sing 
sympathy for the nineteen drum- 
mers who have been displaced. 
Again twenty houses combined can 
employ inventive talent, introduce 
improved machinery, and adopt eco- 
nomical methods of management 
which a single house under the 
stress of competition can not do. 
Much as one who reads the history 
of the oil trust finds to condemn in 
its methods, he cannot fail to admit 
that by combination it has seemingly 
improved the quality of oil and re- 
duced the price to about one-fourth 
of what it was at the time of the or- 
ganization. This improvement of 
service and reduction of price seems 
also to be strikingly true under the 
railroad and telegraph combina- 
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tions. In these and other lines of 
industry where combinations have 
been effected wages have been in- 
creased, apparently as the direct 
result of the combination. 

That industrial combination re- 
sults in an important displacement 
of those employed in the industry is 
an undisputed fact; and it is un- 
questionably true that the opposi- 
tion to trusts originated with the 
despairing cry of the displaced. 
This cry excited great sympathy on 
the part of the public, which did not 
at first understand that there might 
be some redeeming features in the 
trust. A better understanding of 
the situation, however, has wrought 
some change in public opinion, and 
among intelligent men there is to- 
day much less indiscriminate con- 
demnation of trusts than a few years 
ago. At present the opposition to 
the centralization or combination of 
capital in any form comes mainly 
from the managers of political par- 
ties seeking fresh issues which are 
popular with the unthinking mass 
of voters, or from newspapers and 
periodicals which see in the new 
tendency a disappearance of their 
chief source of revenue — advertis- 
ing. 

That industrial centralization will 
remove largely the incentive for in- 
dividual effort is true —that is indi- 
vidual effort which is excited by the 
possibility of more or less profit. 
On the other hand the elimination 
of competition, especially the com- 
petition of the present era, ought to 
result in the devotion of the best 
talent to higher and better work. 
As a matter of fact many of the in- 
ventions and discoveries which have 
contributed most to the progress of 
the world, onthe material side, have 
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* been worked out in the hearts and 
brains of men without the slightest 
hope or promise of material reward. 


It is the opinion of the writer that 
industrial centralization has come 
to stay and will grow and spread. 
The failure of those combines de- 
signed merely to inflate prices and 
float heavily watered stock, will 
check the movement fora time; but 
it will speedily recover. Larger 
and larger capitalization, greater and 
greater concentration, appear to be 
characteristic of the industrial world 
ever since the introduction of ma- 
chinery early in the century. The 
outcry against machinery was as 
great in its time as the outcry against 
trusts, because it displaced labor ; 
but today machinery, its constant ex- 
tension and improvement, is looked 
upon as the one great feature of in- 
dustrial progress. Eventually the 
larger centralization of industries, 
which we see today in a crude and 
undeveloped form, will in the same 
way be accepted as giving the 
greatest benefit to the greatest num- 
ber, and the readjustments and dis- 
placements will be looked upon 
quite as much as a matter of course. 
We know that this is not exactly 
the popular, prevailing opinion, but 
fidelity to truth will compel anyone 
who studies the question without 


regard to special interests, to at least 
record the fact that the movement 
toward industrial combination is not 
wholly a vicious and temporary one. 
The movement should be allowed 
to develop without hindrance or help 
from state legislation. The growth 
of industrial trusts or combinations 
has been unduly promoted by pro- 
tective tariffs, by special rebates 
from common carriers and by the 
facilities which some of the states 
offer for corporate organization. A 
wise public policy would, therefore, 
dictate the removal of protective 
tariffs(at least from centralized in- 
dustries ), the legalization of pooling 
among the railroads, and a general 
remodelling of corporation laws. 


In the next number of this maga- 
zine attention will be given to a 
comparison of joint rate-making in 
fire insurance and the organization 
of trusts, for the purpose of determin- 
ing what attitude should be assumed 
by companies and agents toward 
anti-trust legislation, which fre- 
quently involves a direct attack on 
joint rate-making. This will neces- 
sarily involve a consideration of this 
question: ‘‘Is there a tendency to- 
ward concentration in fire insurance, 
and if so what new conditions might 
arise therefrom, as effecting both 
agents and companies ?’’ 
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The most interesting event in life insur- 
ance during the past month has been the 
A Billion of announcement that the three 
great New York companies 
have passed the billion dol- 
lar mark in insurance in force, all appar- 
ently within about a month of each other. 
The Mutual Life announced May 23, 
that it had $1,000,831,293 in force. The 
New York Life stated the following 
day that its insurance in force amounted 
to $1,000,168,803. The Equitable has 
allowed it to be known that it passed 
the mark about May 1, and now has 
over $1,001,000,000 in force. At the 
close of 1898 the amount of insurance held 
in force by these three companies was, 
Equitable, $987,157,000; Mutual, $971,711,- 
ooo; New York Life, $944,221,000. To 
reach a billion dollars it was necessary not 
only to write new insurance sufficient to 
cover the intervening gap, but to make 
good the natural loss from terminations of 
all kinds. The accomplishment, therefore, 
was more significant than would appear 
upon its face, especially in the case of the 
New York Life, which, according to its 
claim, increased its insurance in force in 
five months by a sum about equal to its en- 
tire increase in 1898. If in 1898 it was 
necessary for this company to write $154,- 
000,000 of new insurance to increase the 
amount in force by $57,000,000, one might 
conclude that about the same sum would be 
necessary to accomplish an increase of 
$56,000,000 in the first five months of 1899, 
which would indicate a truly wonderful 
record. It is probable, however, that the 
loss from lapses would be less in the early 
part of the year than in later months, and 
that the deduction made is not entirely 
correct. It would be surprising, however, 
if it,did not require considerably more 
than $100,000,000 of new insurance to ac- 
complish the results recorded, a ratio of 
writing per month which, if maintained 
until the close of the year, will give it new 
insurance of about $250,000,000. It is 
probable that if the record of the New 
York Life during the first five months of 
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this year were known, so far as new busi- 
ness is concerned, it would outrival any- 
thing yet accomplished in the line of large 
results. 

It has taken the Equitable forty years to 
attain its billion dollars, the Mutual Life 
fifty-six years and the New York Life fifty- 
four years. As a whole, therefore, the 
Equitable’s achievement is the greatest, but 
during the past five years the most rapid 
strides have been taken by the New York 
Life. The three billions of insurance in 
force held by these companies is about 
three-sevenths of the total insurance of all 
legal reserve, level premium companies. 
Their position in this respect is not ap- 
proached by any other company. The 
nearest competitor, the Northwestern Mu- 
tual, reported $457,000,000 in force January 
1. There are but eight other companies 
exceeding one hundred millions in force. 
They are the Mutual Benefit, $244,000,000; 
Penn Mutual, $165,000,000; Connecticut 
Mutual, $158,000,000; Aetna $157,000,000; 
Provident Life & Trust,$123,000,000 ; Union 
Central, $120,000,000; Massachusetts, $116,- 
000,000; New England, $110,000,000. 


¥ 


In view of the fact that the three great 
companies have passed the billion dollar 
Should There mark, it is interesting to re- 
Bs'a Line? call that a few years ago 

there was quite an agitation 
in favor of limiting the companies to a 
billion dollars in force by legislative ac- 
tion. It was thought that the increasing 
size of the great companies and the con- 
stantly growing competition resulting from 
their efforts to excel each other, were 
frought with elements of danger to the 
policy holders and to the public. A bill 
having this object in view was introduced 
in the New York Legislature in 1893, but 
fortunately failed to pass. Its origin has 
been credited to one of the three com- 
panies above mentioned, upon what foun- 
dation we are unable to say. 

Any attempt on the part of the Legisla- 
ture to arbitrarily limit the amount of in- 
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surance which a single corporation may 
have in force would be decidedly uneco- 
nomic. Reasoning from simile we might 
say that it was like an attempt to confine 
steam by stopping all modes of escape, 
which would result in nothing but disaster. 
An attempt to arbitrarily limit the amount 
of insurance to be held in force by a single 
company, either by legislation or by vol- 
untary agreement between the companies, 
is not only unwise but unnecessary. It is 
unwise because it would be dangerous, re- 
sulting as it must in the disintegration of a 
company’s agency force, and the conse- 
quent paralyzation of its powers of recuper- 
ation. It would be impossible under such 
circumstances for a company to replace 
with new insurance each year the sum lost 
by terminations. Asa result gradual decay 
would set in, accompanied by a loss of 
public confidence. Eventually the com- 
pany would dry up and pass out of ex- 
istence. 

A billion dollars of insurance is not in 
itself a source of danger. The methods by 
which the results are accomplished are 
frequently dangerous in their tendency, if 
not positively harmful. Any plan which 
is designed to improve the methods of pro- 
curing business, such as the elimination of 
brokerages and bonuses, a readjustment of 
agency commissions and the prevention of 
discrimination between policy holders, all 
tend to make competition more healthful 
and to act as a natural restraint upon the 
excessive growth of companies, and do not 
disturb in any way the legitimate agency 
forces. 


> 


The proposition to limit the amount at 
risk is unnecessary also, because the con- 
What of the ditions as they exist are 
Fetere ? more or less self-regulative. 

By this it is not meant that 
active competition between the great lead- 
ers will cease now that the coveted goal 
has been reached. Ambition is stimulated 
not checked by the brilliancy of its own 
achievements. President McCall of the 
New York Life, on being asked when his 
company would cease writing new business, 
said, ‘‘ When every insurable person is in- 
sured.’? Competition undoubtedly will in 
the future be quite as intense as in the past, 
with this difference—that whereas in the 
past the aim has been to reach the billion 


dollar mark, the struggle of the future 
will be not to fall below it. 

To provide for natural terminations it 
will require probably from $125,000,000 to 
$150,000,000 of new business ‘per annum, 
which is about the normal capacity of the 
present agency forces of the three great 
companies. It is possible of course that in 
the future these companies may, by forcing 
competition still further, write much 
larger sums than this, but the experiences 
of the past do not indicate that they will 
do this year in and year out. In this con- 
nection it is extremely interesting to ob- 
serve the progress of the three great com- 
panies in the matter of insurance in force 
during the past ten years as shown by the 
subjoined tabulation expressed in millions : 
Me Ee 
$419,8 

495,6 

569,3 

614,8 

689,2 

77951 

813,2 

799,90 

826,8 

877,0 

944,2 
1,000, I 


Mutual. 
$482,1 
565,8 
638,0 
695,4 
7457 
802,8 
85457 
898,4 
917,9 
935,6 
971,7 
1,000,8 


Dec. 31. Equitable. 


1899, June I-- 

From a perusal of these figures it will be 
seen that the rate of progression toward a 
billion of insurance in force was very 
much less in the last five years than in the 
five years preceeding. From appearances 
the companies will find all the stimulant 
needed for new business in the effort 
necessary to maintain themselves above the 
billion dollar mark. Any gains they may 
make will probably be due largely to im- 
provements which they may experience in 
preventable terminations. 


¥ 
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In the May number of this magazine 
reference was made to the fact that the 
The Fotere of chapter on assessmentism 

. in Massuchusetts had been 
Fraternalism. 
closed so far as the pure 
business associations were concerned. But 
Massachusetts is by no means freed from 
the problem of assessmentism. The legis- 
lature has been called upon this year to 
deal with the question of fraternalism. 
The insurance committee after extended 
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consideration reported a bill greatly ex- 
tending the privileges of these organiza- 
tions and giving them much less of the 
form of fraternalism and very much more 
of the form of purely business organiza- 
tions. Upon this phase of the question the 
writer has said in another connection : 

** It will not do, however, with the pass- 
age of the new law, for the State of Massa- 
chusetts to felicitate itself too blindly upon 
the settlement of the assessment problem. 
It will need a vigilant eye and a strong 
hand to prevent a recurrence of the disas- 
ter, for the signs are not wanting that there 
is danger ahead in a new direction. What 
were termed the business assessment asso- 
ciations, as distinguished from the purely 
fraternal beneficiary societies, were as a 
matter of fact merely grafts from these 
fraternals. They came into being by a 
process of evolution out of fraternalism, by 
which certain fraternal organizations grad- 
ually dropped all semblance of fraternalism, 
and became purely business organizations 
seeking the patronage of certificate holders 
as the main end, without attaching any or 
few of the social features upon which the 
fraternals were originally founded, and 
upon which they claimed exemption from 
the exactions imposed upon level premium 
companies. This process of evolution be- 
came so marked, and the movement which 
promised cheap insurance so attractive, 
that the legislature was compelled, in 1885, 
to enact a law placing these associations in 
a class by themselves, exacting conditions 
not required of pure fraternals, and allow- 
ing privileges not accorded level premium 
companies. But for the prestige given 
these business associations under this act, 
their race undoubtedly would have been 
run much earlier, and the distress caused 
by their failure much less wide-spread. 
The situation today is one which if not 
carefully watched by the legislature is 
likely to lead to some repetition of this 
unsavory history. Many of the so-called 
fraternals today, those which are still 
exempt under the law, are in fact urging 
their insurance feature as the main induce- 
ment to membership; and their managers, 
recognizing the weakness which comes 
from losing the binding effects of frater- 
nity, and being compelled by rising 


mortality and increased cost toseek a large 
inflow of new members, are constantly 
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pressing forward for enlarged business 
privileges. Unless checked this movement 
will in time evolve into the old form of 
assessmentism practiced by the purely 
business associations, and will eventually 
carry with it the same train of wreck and 
distress. Eternal vigilance is always the 
price of peace, and particularly so in this 
case.’’ 


* 


This warning is not ill-timed. That the 
evolutionary strife referred to is in progress 


Ti Casein is amply demonstrated 


by the new law govern- 
Emergency Fund. ing so-called fraternal 


beneficiary organizations, passed by the 
Massachusetts legislature and approved 
by the governor, since the last issue 
of this magazine. The law of 1898 was 
an exceedingly liberal one, the demand 
for paid agents having been met by 
a concession allowing the employment 
of organizers of local branches. This 
law extended to the fraternals many 
privileges which gave them the prestige of 
superficial government oversight, and 
tended to promote their development as 
purely business organizations, without any 
corresponding restrictions. But the offi- 
cials of these organizations, recognizing 
their changing character and their increas- 
ing dependence upon the insurance feature 
for success, though being unwilling at the 
same time to conform to the standards of 
safety prescribed for level premium com- 
panies, again sought this year further con- 
cessions, which would strengthen their in- 
surance feature and enable them in some 
degree to provide against the law of in- 
creasing mortality without charging them- 
selves with any liability on that account. 
The main feature of the bill which has 
just become a law is the increase of the 
amount which may be set aside as an emer- 
gency fund. In the old law there was a 
provision for a ‘‘death fund’’ not exceed- 
ing three assessments, designed to meet 
current mortality, and another provision 
for an ‘‘emergency fund’? not exceeding 
three per cent. of the aggregate face value 
of all outstanding certificates. In the new 
law the limit of this emergency fund is 
increased to five per cent. The reserve 
funds of level premium companies, which 
are subject to minute control by the State, 
are charged against the companies as a 
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liability, and have been adopted as a legal 
test of solvency, equal to nearly 20 per cent. 
of outstanding insurance. 

It is clear that the emergency fund pro- 
vided for in the new fraternal law is de- 
signed to accomplish the same result as the 
legal reserve of the level premium com- 
panies, namely, to equalize the cost of in- 
surance by offsetting the increasing mor- 
tality. It is therefore pertinent to ask 
which fund more nearly approximates 
safety, the five per cent. allowed the frater- 
nals, or the 20 per cent. required of the level 
premium companies? If the 20 per cent. 
is necessary in one case, is it not necessary 
in the other? If it is not necessary in one 
case, is it necessary in the other? 

There is another question also which 
naturally arises in this connection. If 
the ‘‘emergency fund’ of the fraternal 
society is laid aside to pay future losses 
without recourse to assessment, is it not 
clear that it will as surely be called upon 
for that purpose as the reserve of the level 
premium company? And yet it is not 
charged as a liability. Nor has the State, 
in the interest of public welfare, any con- 
trol or oversight over this fund, or any 
right of examination by which it may de- 
termine whether it is properly held and 
administered. This fund may represent 
millions upon millions of dollars before 
the five-per-cent. limit is reached, but, un- 
like the reserve of the level premium com- 
panies, it is subject entirely to the will and 
control of those in whom may be vested the 
administrative . affairs of these fraternal 
organizations. 


¥ 


From the standpoint of those who oppose 


State control of administrative features this 
The Business Character ** Perhapsan ideal 
condition, but that 
of Fraternals. : 
is not the point 
under consideration. The policy of the 
State has been, so far as level premium 
companies are concerned, close supervision 
of the funds held for the protection of 
policy holders. It has just emphasized this 
policy by bringing the assessment-business 
organizations under the legal reserve law. 
A consistent extension of this policy de- 
mands control of the funds and an applica- 
tion of like standards of safety to those so- 
called fraternal organizations which are 
seeking more and more the privileges and 


prestige of level premium companies with- 
out conforming to the restrictions; a repe- 
tition simply of the distressing chapter 
upon assessmentism. ; 


The designation ‘fraternal beneficiary ”’ 
for the purpose of covering and condoning 
the extension of special privileges, is an 
illusionary one. These organizations, as 
already stated, are rapidly evolving into 
the pure business form which characterized 
the assessment companies. That there isa 
conscious separation in form and substance, 
between the genuine fraternal or charitable 
organizations, and the ‘‘fraternals’’ which 
make their chief, often their only aim in- 
surance, is clearly shown by the phrase- 
ology of the new law itself, a law drafted 
for and by the officials of the organizations 
seeking an enlargement of their insurance 
feature. Section 17 says: ‘‘ Any corpora- 
tion organized under or conducting its busi- 
ness in accordance with the provisions of 
this act, or any association which limits its 
membership to a particular order, class or 
fraternity, or to the employees of towns, 
cities, the commonwealth or the federal 
government, or of a designated firm, busi- 
ness house, or corporation, and any secret 
fraternity or order, and any existing purely 
charitable association or corporation, either 
of which pays a death or funeral benefit not 
exceeding two hundred dollars, and dis- 
ability benefits not exceeding ten dollars a 
week, or both, and which is not conducted as 
a business enterprise or for profit, is hereby 
authorized to transact in this common- 
wealth such business, without otherwise 
conforming to the provisions of this act.” 


We have here the plain, cold admission 
that the ‘‘ fraternals’’ operating under the 
act are ‘‘ business enterprises,’ conducted 
for ‘‘profit.’” There is a condition herein 
presented, already developed to a substan- 
tial degree, which in a few years is certain 
to become an issue in this commonwealth. 
A portion of the people of the state cannot 
long be permitted to transact business un- 
der privileges not extended to the balance, 
without a protest being heard. We must 
recognize the fact that the so-called frater- 
nals, the business organizations, exert a 
strong political influence, and will fight to 
the bitter end any attempt to equalize con- 
ditions; but it is to be hoped that good 
statesmanship will eventually prevail and 
that the commonwealth will be saved from 
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a repetition of the history of the assessment 
companies. 


¥ 


Not wholly disconnected with the matter 
of fraternal insurance is the new law passed 
The Trades Uaicn °°" yee veto of Govy- 

. ernor Wolcott, exempt- 
Exemption , ; 
ing trades unions from 
the operation of all insurance statutes. As 
the legislation in question is a decided de- 
parture from the established policy of the 
commonwealth, and is quite revolutionary 
in its action, a careful consideration of the 
facts is important. The laws of the state 
relating to fraternal beneficiary organiza- 
tions require that all organizations paying 
death or disability benefits exceeding $200 
at death and $10 weekly indemnity, shall 
report annually to the insurance depart- 
ment a statement of their financial con- 
dition and comply in other respects with 
the requirements of the statute. During 
the past year Insurance Commissioner Cut- 
ting learned that some of the trades unions 
were paying benefits in excess of the limit 
provided in the law, without having con- 
formed to its requirements in any respect. 
He therefore notified them that they must 
comply with the law or cease doing busi- 
ness. 

A general protest resulted among trades 
unions, and the matter gained considerable 
publicity. Resolutions were adopted by 
the central body condemning the action of 
the insurance commissioner, and instruct- 
ing its legislative committee to secure the 
enactment of a bill especially exempting 
trades unions from the operation of the 
fraternal beneficiary law. The ground 
taken was that the insurance was purely 
benevolent and incidental, differing from 
the fraternal organizations conducted as 
business associations for profit, and that 
they should therefore be exempt from the 
operation of all law. This argument, it 
may well be stated in passing, is identical 
with that advanced by fraternal associations 
as a reason why they should be exempt 
from laws governing level premium com- 
panies. 

The matter was promptly presented be- 
fore the Legislature, and in due course a 
measure was reported. While in its title 
the bill was designated an act to exempt 
certain trades unions from the ‘‘laws rela- 
tive to fraternal beneficiary organizations,”’ 


its actual context was very much broader, 
reciting that: ‘“‘ Any trade union, or other 
association of wageworkers, whose princi- 
pal objects are to deal with the relations 
between employers and employees, relative 
to wages, hours of labor and other con- 
ditions of employment, is hereby exempt 
from the operation of chap. 474 of the acts 
of the year 1898 and of such other acts as 
relate to insurance companies, corporations 
or associations.”’ 

This exemption from all insurance laws 
was undoubtedly prompted by the fact that 
in addition to death, sick and disability in- 
surance many of the unions were in the 
habit of insuring workmen against loss of 
tools, loss of work, and travelling expenses. 
It is very improbable that any ulterior 
motive guided the promoters of the bill in 
asking for this sweeping amendment, nor 
does it seem that the dangers therefrom are 
as acute as they have been represented to be. 
The bill was passed by both branches, but 
was vetoed by Gov. Wolcott. 


¥ 


The veto created an immediate outburst 
of opposition on the part of the representa- 
The Veto tives of the labor unions. 

It was charged that the 
Voted Down. 
governor was unduly influ- 
enced by Insurance Commissioner Cutting, 
who in turn was an enemy of trades unions 
and under the influence of corporations in- 
terested in crushing the movement. It 
was also charged that the industrial life 
insurance companies were directly respon- 
sible for the attempts to bring the insur- 
ance feature of the unions under State con- 
trol. The most significant utterances, how- 
ever, were half-disguised threats that, un- 
less the veto was voted down, the Republi- 
can party would lose a large part of its 
labor vote at the next election. 

Governor Wolcott’s veto was a mild, short 
statement of the policy of the State regard- 
ing its oversight of the business of insur- 
ance. He claimed that the laws were not 
intended to hamper or control unnecessa- 
rily, but solely to protect the rights of the 
insured. He saw no reason why wage earn- 
ers should be deprived of this protection, 
as they would be under the measure pro- 
posed. In conclusion he said: ‘All re- 
cent legislation has been in the direction of 
correcting ascertained evils and rendering 
impossible their recurrence. This is the 
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first attempt, so far as I am informed, to 
relax precautions and restrictions which 
have been proved necessary, and to permit 
unregulated and irresponsible insurance 
business to be carried on. I cannot be- 
lieve that such a law is for the interests 
of those affected by its provisions. On the 
contrary, I am convinced that it would 
operate ultimately to their detriment, and 
would be likely to expose them to the pos- 
sibility of loss, from which it is the duty 
of the Commonwealth to protect them.’’ 

When the veto came up for consideration 
in the House there was an unfortunate 
attempt to maintain the governor’s meas- 
ure by a strictly partisan vote. This 
undoubtedly made friends for the bill. It is 
also stated, upon reasonably good grounds, 
that an exchange of votes upon an impor- 
tant measure pending in the closing days 
of the session, accounted for a good many 
other votes in its favor. Politics did the 
rest, and the veto was voted down in both 
House and Senate by an overwhelming 
majority. The outcome is astriking indi- 
cation of the power of the labor vote, and 
to the student of current political condi- 
tions the situation can only be fraught 
with deep interest. 


¥ 


To a disinterested observer the objections 
to the measure lie not so much in the 
The Real danger of unrestricted fraudu- 
Issee. lent Tasurance transactions as 
to the discriminating character 
of the enactment. Gov. Wolcott did not 
dwell upon this aspect of the question at 
all, and therein his veto was weak. The 
language of the veto was conciliatory, 
designed to give the workman the impres- 
sion that state control was needful for his 
welfare. This statement of the case did 
not deceive the workmen nor impress 
those who might on other grounds have 
sustained the veto. The issue clearly was 
whether or not certain exemptions and 
privileges should be extended to one class 
of citizens and not extended to all. 

The policy of Massachusetts for years 
has been state oversight of all forms of in- 
surance. By the new law this policy is 
reversed, so far as labor unions are con- 
cerned. To that extent it is practically 
revolutionary. We do not say that the 
trades unions are wrong in asking for ex- 
emption from state control. A great many 


people, among whom may be named the 
representatives of corporate interests, will 
agree that this position is asound one. All 
they will ask isthe same exemption. But 
equal treatment for all is not the position 
which the legislation has taken. It insists 
upon state control for the corporations,. but 
extends exemption to the trades union. It 
holds that the laboring man may associate 
for the purposes of insurance without gov- 
ernment oversight, but not the farmer, the 
merchant, or the banker. 

The position of the Legislature is dis- 
tinctly unsound, and its law is clearly a 
piece of special legislation dictated by 
political considerations without any regard 
for equity or for the established policy of 
the state. These facts we can observe and 
admit, without in any degree opposing the 
work of the labor unions, or losing any of 
our sympathy for the general proposition 
that the welfare of the workmen will not be 
advanced by state control. Itis probable, 
however, that the workmen themselves 
will, in a few years, as this insurance 
feature grows and its responsibilities and 
dangers enlarge, seek the state oversight 
which they now repudiate. 


a 


The semi-annual meeting of the Actuarial 
Society of America was held in New York, 
May 18 and 19. It was 
an important meeting in 
every respect,—in fact 
each successive meeting grows in import- 
ance as the actuaries realize more keenly 
the strength of this organization, and the 
capacity it contains for moulding sound 
opinion. Not only is this society of great 
value to the actuaries themselves, because 
of its educational opportunities, but to the 
business at large it is second to no other 
organization in influence, Life insurance 
must depend for its success in the future, 
as it has in the past, upon the principles of 
actuarial science. It is true that abstract 
actuarial principles would never become ~ 
applied but for the executive and agency 
departments of the company, but on the 
other hand we have seen it demonstrated 
time and time again that the executive and 
agency departments cannot save from de- 
struction, an institution which is insuffi- 
ciently founded upon scientific principles. 
The actuarial calling is a vital one, its 
responsibilities are profound, and it is of 


Actuaries Discuss 
Commissions. 
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the gravest moment that its integrity in all 
things be preserved. The twentieth cen- 
tury will develop great problems in life 
insurance. The actuary of the future will 
not only need to understand the mathema- 
tical principles of his science, but also to 
grasp more fully the sociological position 
held by the business which he represents. 
The study of the social aspects of life insur- 
ance is the study of society in one of its 
highest and best phases. It is the record 
of man’s effort to preserve to posterity the 
fruits of his strivings after material things. 
The character of the business, as a whole, 
has been well maintained in the past, but 
it is nevertheless constantly subject to the 
attacks of ignorant and designing people. 
As the business grows and prospers these 
attacks can hardly become less persistent, 
and we must therefore look to the Actuarial 
Society of America und its members to hold 
fast to that which is good, to defeat error 
and check any tendency to depart from 
sound and enduring principles. 


Aside from the assigned addresses, which 
will not be discussed until a subsequent 
meeting, the main topic of debate at the 
recent meeting was that of agency compen- 
sation, a matter which is being constantly 
agitated and constitutes one of the burning 
issues of the day. The present method of 
paying large flat commissions on the first 
year’s premium has furnished the theme 
fora number of masterly articles and ad- 
dresses, but as yet there does not seem to 
have been presented any practical method 
by which a change, such as many seem to 
desire, can be effected. The problem isa 
complicated one because it involves con- 
flicting interests, those of the company and 
the policyholder on one hand and of the 
agent on the other. Neither can settle it 
without fairly considering the interests of 
the other. The present system of flat com- 
missions may be said to be quite thoroughly 
engrafted upon the business. A change to 
deferred or graded commissions would be 
in the nature of a revolution to most com- 
panies and agents. 

Opinion as to the proper basis of compen- 
sation is by no means strictly divided be- 
tween the companies on one hand and the 
agents on the other. Many agents favor a 
change to deferred commissions, while 
some of the companies prefer the present 
system of flat commissions, believing that 


the losses suffered are more than compen- 
sated by the net gain. At the actuarial 
meeting Messrs. McClintock of the Mutual 
Life and Barker of the Penn Mutual ad- 
vanced a number of reasons why the flat 
commission was a desirable basis of com- 
pensation, apparently taking the position 
that the agent having performed his work 
in placing the policy was entitled to ‘‘spot 
cash.’’ On the other hand, it is contended 
that unless the agent can guarantee the 
persistence of the policy for a period which 
will enable the company to restore to sur- 
plus funds the excess of commission over 
the expense loading on first year’s pre- 
mium, his work has not been performed. 
From the company’s standpoint, the policy 
which persists for three or more years is 
worth more than the one which lapses after 
the payment of the first premium, and yet 
the expenditure for procuring the two 
policies has been the same. From the 
agents standpoint it is urged that his ex- 
penditure of effort is equally great whether 
the policy persists or not, and that it would 
be impossible, even under the most favor- 
able circumstances, for the agent to guar- 
antee the persistence of the policy. 

There is clearly the risk of lapse in all 
policies placed, and the question seems to 
be largely whether the company or the 
agent shall take the risk. There is much 
to be said on both sides, and in a subse- 
quent number this question will be given 
more extended consideration. 


¥ 


The main question touched upon by 
President Miller in his annual address was 
Pee i. OS See 
Addoess. interest. He recognized 

the fact that the ac- 
cumulation of surplus capital seeking in- 
vestment, and the willingness of the holders 
of this capital to accept comparatively 
small returns, had already resulted in a 
much lower average rate of interest and 
that the tendency was still lower. Not the 
smallest element in the problem is the com- 
petition between the life insurance com- 
panies themselves in the investment of 
their enormous accumulations, amounting 
to-day to about one billion and a half dol- 
lars. He stated that in the past ten years 
interest rates on railroad bonds had fallen 
from four to three and one-half per cent., 
and on municipal bonds from four and 
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one-half to three and one-half per cent. 
The interest on mortgages had also fallen 
off and taking new investments as a whole 
the rate averaged fully one per cent. less 
than it did ten years ago. A difference of 
one per cent in earnings would, he pointed 
out, equal a loss on the basis of total assets 
of about $15,000,000 annually. Summing 
up, this is Mr. Miller’s conclusion on the 
interest question: ‘‘When it is borne in 
mind that the companies’ investments still 
include many securities yielding high rates 
of interest which were purchased in past 
years, and are constantly approaching ma- 
turity, when the proceeds will probably 
have to. be reinvested at lower rates, the 
question as to whether the reserve basis for 
new business should not be raised from four 
per cent. to three and one-half per cent., 
or three per cent., becomes well worthy of 
consideration. If, as is possible, the states 
may incline to a change in the rate of in- 
terest applicable to the computation of legal 
reserves, which has hitherto been almost 
uniformly four per cent., I earnestly recom- 
mend the members of our society to use 
what influence they can to have the Ameri- 
can Experience Table of Mortality sub- 
stituted at the same time for the Actuaries’ 
Table, which has hitherto been generally 
adopted. I believe it to be a much better 
index of the laws’of American mortality 
than the English Table.”’ 

It therefore appears that while Mr. Miller 
is not prepared to say that it is necessary, 
as yet, to go to a higher basis of reserve, 
Still he believes that it is a matter which 
cannot be lightly thrust aside, but on the 
contrary demands very earnest considera- 
tion. It is apparent, however, from what 
he says subsequently, that to his mind there 
are methods of retrenchment and reform 
which if adopted would obviate largely the 
interest difficulty. He believes that by re- 
arranging the expense loading and the 
plans of agency compensation at the same 
time, it might be possible not only to save 
enough to equalize the loss on interest ac- 
count, but also to induce the placement of 
pure low cost insurance, without the invest- 
ment feature, thus materially reducing the 
cash accumulations and relieving the ple- 
thora of uninvested funds. Mr. Miller’s 
plan as stated in his own words is to ‘‘name 
a class of policies upon which the company 
will pay maximum commissions, and to ex- 
tend these commissions to all policies hay- 
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ing smaller premiums, and in case of poli- 
cies having higher premiums to treat the 
excess premiums in the light of mere de- 
posits for investment, and to pay on such 
excess premiums a very moderate collection 
commission, which, I think, might well be 
the same for first premiums as for renewals. 
In the construction of new premium rates 
I should recommend a uniform and quite 
high loading on ordinary life policies, 
and the same loading in dollars and cents 
for higher premiums, with an additional 
and comparatively small uniform loading 
on the excess of such premiums over the 
net premiums for ordinary life policies.’* 
While it is probable that Mr. Miller in- 
tends his suggestion more as a theoretical 
discussion, yet it is quite generally recog- 
nized that the plan of percentage loading is 
in many respects inequitable, since it im- 
poses a much larger burden of expense on 
the older policy-holder, when as a matter 
of fact the actual cost of placing the risk, 
that is the cost of productive energy, is 
no greater than in the case of a younger 
policy-holder. In reality the cost is some- 
times less, a fact which agents seeking the 
most profitable business are not slow to 
realize. On this account the plan of a uni- 
form collection in dollars from each policy- 
holder regardless of age, a system adopted 
by the assessment companies, is regarded 
by many as theoretically correct. Mr. 
Miller’s plan would involve a leveling up 
of the expense loading, making it uniform 
for all ages, which apparently would in- 
volve an increase in gross premium for 
youngerages. The grading of commissions 
in accordance with the proposed plan of 
loading would seemingly induce the placing 
of low cost insurance, for if the agent ob- 
tained just as much commission on the low 
as on the high cost policy, it would clearly 
be for his interests to induce the applicant 
to invest the money, which might be placed 
in a high cost policy, in the procurement 
of additional insurance, thus increasing 
the agents commission and giving the 
policy-holders more protection. 


aa 


The eminent actuary of the Equitable 
Life Assurance Society, Mr. Joel G. Van 
Cise, also took up the 
question of expense 
loadings. His posi- 
tion, however, was quite different from that 


Views of 
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taken by Mr. Miller, being possibly less 
theoretical, and giving consideration to 
the question more from the standpoint of 
actual conditions. He argued for the main- 
tenance of the present percentage loadings, 
contending that, as the opportunities for 
profit from interest, surrenders and medi- 
cal selection had been largely neutralized 
by lower interest rates, excessive cash 
values and liberal policy conditions, tend- 
ing to result in a selection against the com- 
pany,—it was imperative that the only 
source of gain remaining should be strictly 
maintained. He laid down the proposition 
that the actuary in constructing premium 
rates should consider, first, absolute safety 
and security, and, second, the accumula- 
tion of a surplus fund, out of which to 
pay dividends to persistent policy holders. 
While there can be no difference of opinion 
as to the first proposition, it is probable 
that some will be inclined to take issue 
with Mr. Van Cise upon the second. 


Mr. Van Cise called attention to the fact 
that in February, 1868, all the New York life 
insurance companies adopted a uniform 
table of premiums, based upon what is 
known as the American Table of Mortality 
and a four-per-cent. interest assumption. 
The net ordinary life premiums were ad- 
vanced 40 per cent., making a loading of 
28 4-7 per cent. on the gross premium. 
While this table was not adopted by the 
companies of other States, the prevailing 
rates of ail were virtually the same. Mr. 
Van Cise contended that if this loading 
was not then considered excessive, with all 
the opportunity for gains from interest, sur- 
renders, and mortality, it certainly could 
not be considered excessive at the present 
time, when all of these sources of profit 
were greatly modified. He thought the 
time had arrived when the actuaries of 
America should ‘‘stand like a stone wall’”’ 
against any tendency to reduce the expense 
loading below 25 per cent. of the gross 
on ordinary life, and 10 per cent. in the 
case of non-participating policies. 

Mr. Van Cise evidently deprecates the 
present competition in cash surrenders and 
the liberalization of policy contracts, for 
he said, in closing his address : 


‘‘Tn discussing this question of premium 
rates we should never Jose sight of the 
moral obligation under which we, as actua- 
ries, rest, not only to the trustees of the 
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institutions by whom we are employed, but 
also to the policy holders who are entrust- 
ing their money, hard earned in many 
cases, to the managers of these companies 
as a provision for their families after their 
death. When I think of the competition 
now going on as to which company shall 
offer the largest surrender values, or the 
most liberal provisions as to residence and 
occupation, for the lowest premium, I am 
reminded of the old story of the gentleman 
who, in selecting a coachman, showed to 
each applicant for the position a precipice, 
and asked him how near he could drive 
without tumbling over it. It was wonder- 
ful how near the edge some thought they 
could drive without a smash, but at last 
another man came along who said he would 
keep out of danger by not driving near the 
edge of the precipice at all, and this was 
the coachman whom the wise employer 
selected. This is a homely story, but does 
it not point a moral which it would be well 
for the presidents of American life insur- 
ance companies to heed to-day? Whatever 
others may do, let us as actuaries, who are 
naturally supposed to be careful and con- 
servative, do all we can in the way of rais- 
ing danger signals and putting on brakes, 
in the hope that in the race for new busi- 
ness and amount of insurance in force, 
which is now going on, any possible catas- 
trophe may be averted.” 


> 


Among other interesting papers was one 
delivered by Thomas Bradshaw, assistant 
actuary of the Cana- 
dian Life, in which he 
treated the proposed 
change of valuation now pending in the 
Canadian parliament. The present basis is 
a four and one-half per cent. interest as- 
sumption, but it is proposed to place all 
new business on a three and one-half per 
cent basis after Jan. 1, 1900, and to bring 
all business, new and old, to this basis after 
Jan. t, 1907. He stated that the change 
would require companies doing business in 
Canada to increase present reserves about 
fifteen percent. He favored a more grad- 
ual change than proposed in the law, but 
whatever plan is adopted by parliament it 
will be necessary for companies to begin at 
once to prepare for the change, either by 
establishing a special reserve or by valuing 
an increasing amount of old business an- 


Canada’s Proposed 


Valuation. 
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nually on the higher basis, until the whole 
has been brought up to it. He stated that 
the new standard would require the adoption 
of an advanced premium by Canadian com- 
panies, and he hoped that efforts made in 
the past to secure uniform rates would now 
prevail. He compared the present rates 
of the different companies, showing that in 


some cases there were wide differences. 
He pointed out as an interesting fact, that 
the company charging the highest premium 
secured the largest amount of business. 
The mortality table proposed in the new 
law is the British actuaries, but Mr. Brad- 
shaw favors the select life table prepared 
by Dr. Sprague. 


FIRE INSURANCE 


General interest in fire insurance con- 
tinues to centre in the attitude of western 


The Companies and states toward joint 


the Legislatures. eRER<DO TNE, OE 
some respects the 


situation has improved, so far as the com- 
panies are concerned, in others it has 
grown worse. While in Arkansas the 
supreme court has upheld the position of 
the companies and allowed them to resume 
business, Texas has passed an anti-trust 
law even more drastic than that passed in 
Arkansas. The Kentucky situation is still 
unsettled. In Kansas a compromise has 
been effected with the state whereby some 
form of joint rate-making can be conducted 
under the anti-trustlaw. But the improve- 
ments are but temporary and the problem 
of state interference daily grows more and 
more complicated. In the West and South 
the disposition of legislators and state 
officials, supported by a real or fancied 
public sentiment, to regulate and closely 
supervise the business of fire insurance, is 
increasing. Even in the East there appears 
to be a growing socialistic sentiment 
in favor of giving the state more, and 
private corporations less, of the func- 
tion exercised by the insurer. So far 
as can be observed this sentiment does 
not seem to be entertained by busi- 
ness men, who, as a matter of fact, con- 
stitute the largest patrons of insurance 
companies. But the so-called business man 
does not represent the great mass of voters, 
upon whom the modern professional poli- 
tician depends for his support and daily 
bread. 

It will not doto make the sweeping state- 
ment that the farm and labor vote is unin- 
telligent. Farmers and labor leaders fre- 
quently have a much better grasp of sound 
principles of government and economics 
than the so-called capitalistic class. And 


yet it is a fact—a condition we may call it 
—that the farm and labor vote which ap- 
pears so often in almost solid array against 
capital, is more frequently moved by ignor- 
ance and prejudice than wisdom. Un- 
doubtedly the wily politician has been an 
important factor in creating this prejudice; 
but at any rate he has been quick to take 
advantage of it and strengthen his position 
in legislative halls, where his power over 
corporate interests is the greatest. There 
may be many remedies for this situation, 
but there can be no permanent remedy 
which does not consider the element of 
education. The general interests of capital, 
and of insurance companies in particular, 
will never be fairly treated by legislators 
until there isa noticable change of public 
sentiment, which can come only by an 
appreciation of the harmful results accru- 
ing from very much the larger portion of 
the state interference which is now at- 
tempted. Those who have had an oppor- 
tunity to study the situation carefully and 
impartially know that the legislatures are 
blindly driving companies into the very 
condition which they are striving to pre- 
vent. The natural tendency in fire insur- 
ance toward concentration, due to abnormal 
fluctuations in the fire waste, is strong 
enough without trying to bring about the 
day of perfect monopoly by legislation so 
burdensome that it makes the transaction 
of the business possible only by a few of 
the stronger and older companies. But an 
appeal to legislators on these grounds is 
worse than useless. Change the sentiment 
of his constituency and the legislator will 
respond like a horse to the whip. Let 
the insurance companies who seek only 
fair and honorable treatment in this 
matter inscribe on their banners ‘‘ Ed- 
ucation,’’ and they are bound in the end 
to win. 
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Since the last issue the supreme court of 
Arkansas has affirmed the decision of the 
Tha Adinoes lower court - deciding 
Section against the state s attorney- 

general in his attempt to 
indict the companies for belonging to rate 
associations which had no control over 
rates in Arkansas. The court follows the 
decision of Judge Martin of the circuit 
court in every particular, declaring that 
the intent of the statute must be determined 
by its terms and not by what might appear 
on its face to be the wishes of the members 
of the Legislature. The court specifically 
denies that the fact that a majority of the 
members of the Legislature voted for the 
measure after its objectionable features had 
been pointed out, necessarily involves the 
assumption that these members intended 
to have the law interpreted in the way 
urged by the state’s attorney. The court 
points out the ridiculous extremes to which 
Attorney-General Davis’ interpretation of 
the law would carry the state, and says that 
if the law were so interpreted it would be 
necessary to declare it unconstitutional. 
While interpreting the law as applying 
strictly to local associations, the supreme 
court, again following Judge Martin’s de- 
cision, expressed its belief in the power of 
the state to forbid all foreign corporations 
the right to do business within its borders, 
whatever the pretext might be. 


Since his defeat before the court Attor- 
ney-General Davis has expressed himself as 
follows: 


‘As to the opinion of the supreme court 
on this question at issue I have no criticism 
to make at this time, however widely we 
may differ as to the construction of the act. 
I feel that the construction placed upon the 
act by the supreme court, in all due defer- 
ence to that body, was not the intention of 
the legislature, because it is a discrimi- 
nation in favor of foreign corporations, who 
may combine as against state corporations 
which may not combine so as to effect the 
prices. I would not prosecute a trust if it 
should organize in the front of the state 
house with a brass band announcing its 
organization, and shall at once dismiss all 
cases against other trusts. It would be 
absolutely impossible for the state to make 
out a case against the defendants under the 
construction of the act placed upon it by 
the court. If I had the power, not that I 


think it is necessary in order to arrive at 
what the legislature intended, but to meet 
the views of the court, which we must all 
regard as the law until reversed, I would, 
as soon as could be done under the law, call 
the legislature together in special session 
and wipe these nefarious insurance and 
other trusts off the face of the earth. 

Promptly following the decision, the 
companies which withdrew when Attorney 
General Davis filed his suits, resumed busi- 
ness within the state. What attitude the 
state insurance commissioner will assume 
when the time for renewing licenses ar- 
rives is not known, but it would be entirely 
legal, apparently, for him to refuse a li- 
cense if the companies did not sign the 
pledge, required by the law, declaring that 
they were not members of rating associa- 
tions anywhere. It is possible that a special 
session of the legislature may be called to 
pass a new law which will overcome the 
obstacles raised by the supreme court. 
That seems to be the desire of the attorney 
general and if the governor of Arkansas. 
joins the anti-trust crusade proposed by the 
governor of Texas, he may comply with 
that desire. 

¥ 


On May 25th the new anti-trust law 
passed by the Texas legislature was signed 
The Texas by Governor Sayres. It 
haan te ™ the most complete law 

of its kind yet passed 
and if enforced will, apparently, prevent 
the transaction of business in Texas by any 
price-fixing association or amalgamated 
corporation. The law includes the fixing of 
fire insurance rates, and like the Arkansas 
law is aimed at rating associations any- 
where whether rates in Texas are regulated 
or not. In view of the decision of the 
Arkansas supreme court it is improbable 
that any attempt will be made to enforce 
its extra-territorial features. The law goes 
into effect January 1, 1900, and companies 
will be required to make affadavit that they 
are not members of any rating associations 
included in the law. Rates in Texas are at 
present made by what is known as “ Jalo- 
nick’s Rating Bureau,’’ Mr. Jalonick in- 
dividually making, the inspections and 
establishing the rates, selling them in turn 
to the companies. The companies buying 
the rates are supposed to use those rates 
exclusively. Todo otherwise is a violation 
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of business comity. The results are virtu- 
ally the same as in the case of a regularly 
organized association in which the com- 
panies hold membership. Under the new 
law this bureau will have to be abandoned, 
and the only course the companies can 
pursue will be to write at present rates, 
without making further reductions for im- 
provements, or advances for deterioration of 
hazard. The net result will probably be 
somewhat higher rates than formerly, since 
the constant tendency, through improve- 
ments, is toward a generally lower average 
of rates. 

If an attempt is made to enforce the new 
law it will afford an excellent opportunity 
to test the force of a really well-drawn 
anti-trust statute. If it can be enforced, 
and accomplishes effectively all it is de- 
signed to accomplish, it will very nearly 
paralyze business in Texas. Governor 
Sayres apparently recognizes its defects, 
in that it cannot adequately control the 
question outside of Texas, and has called a 
convention for September 20, at St. Louis, 
to consist of the governors and attorney 
generals of the various states, to consider 
measures fora united movement toward the 
adoption of the Texaslaw. He anticipates 
evidently that the convention will consist 
largely of western and southern executives, 
but believes that if some twenty states in 
those sections will adopt the Texas law, the 
trust movement will be checked. Governor 
Sayres is a democrat, and it is evident that 
the Texas law and the convention are a 
part of the general political program de- 
vised by the populist wing of the demo- 
cratic party, under the leadership of 
William J. Bryan, to create sentiment in 
favor of the new democracy, in anticipation 
of the coming presidential campaign. So 
far as insurance companies are concerned, 
it is quite certain that if twenty of the 
western states were to simultaneously 
adopt the Texas law it would be a great 
burden, but could not possibly be effective 
in preventing them from procuring uniform 
rates. This is based upon the assumption 
that the state legislatures do not override 
the constitution and attempt to enforce 
extra-territorial features, as a condition 
precedent to admission. In that case it is 
clear that the companies would either have 
to abandon rate associations everywhere or 
give up their business in the twenty states. 
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The recent enlargement of the scope of 
the Missouri anti-compact law has resulted 
in a unique attempt, made 
by the agents of Kansas 
City, to comply with its 
provisions and continue joint rate-making. 
The old law prohibited rate combinations 
in cities and towns under one hundred 
thousand inhabitants. This excluded St. 
Louis and Kansas City, but by the amended 
law this exemption is taken away. Asa 
result, the fire insurance agents of Kansas 
City have organized what they call the 
“Kansas City Real Estate and Under- 
writers’ Agency,’’ which is capitalized at 
$50,000. The stockholders consist of fifty- 
four local agents. The new organization 
is designed to assume the functions of the 
Kansas City Board, which, under the law, 
must disband August 1. A manager will 
be employed and rates issued to stockhold- 
ers in the regular way. It is proposed that 
the new corporation shall represent all of 
the companies now represented by the 
stockholders, who will thereafter act merely 
in the capacity of brokers, placing their 
lines with the central body. They will 
receive their commissions as brokers, and, 
in addition, such profits as may accrue to 
them as stockholders in the central corpo- 
ration. It is stated that one prominent 
New York company has declined to join 
the project, believing it to be in violation 
of the new law, and that others are equally 
doubtful astoits expediency. Onthe other 
hand, many companies are reported to be 
in favor of the idea, and think it can be 
successfully maintained. In addition to 
rating functions, the proposed organization 
will be more or less revolutionary in its 
affect upon the business of the local agents, 
for it is expected that each agent will dis- 
pense very largely with his present office 
force, the clerical work of recording and 
issuing policies, etc., being performed by 
the central body. It will be doubly inter- 
esting therefore to watch the outcome. It 
is scarcely to be expected that the organiz- 
ation will be allowed to proceed unmo- 
lested. The plan is certainly a novel one, 
and is but another one of those many 
devices adopted by companies and agents 
in following a natural tendency which the 
legislatures are blindly seeking to check 
by statutory enactments. If the Kansas 
City Underwriters’ Agency is successful, it 
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will represent concentration of the most 
pronounced character, indicating again 
that laws designed to compel competition 
but promote the ends which they aim to 


defeat. 
a" 


Across the border from Missouri the rate 
situation is equally interesting. Under the 
The Monsen Kansas anti-compact law the 
Cita companies adopted the expe- 
dient used in Texas of pur- 
chasing rates made by private parties, who 
conducted inspections on their own account 
and recommended reductions or advances 
according to the changes in hazard. Under 
the administration of the late Superintend- 
ent of Insurance, Webb McNall, the com- 
panies were compelled to cease the pur- 
chase of these rates, and since then rates 
have been maintained on the basis of the 
latest tariff, without any attempt to reduce 
or advance on account of change in hazard, 
the inevitable result in every case; an ad- 
vantage, of course, to the man with a poor 
risk, but a decided disadvantage to the 
man of thrift and enterprise who improves 
his risk. 

Since the removal of McNall and the ap- 
pointment of Superintendent Church, an 
arrangement has been reached between the 
companies and the superintendent, with 
the approval of Governor Stanley, whereby 
some form of joint rate-making can be con- 
ducted. In conformity with this arrange- 
ment the special agents of the companies 
have met in Kansas City and adopted a new 
schedule of rates for the entire state which 
involves considerable reduction, particu- 
larly on farm risks and buildings in pro- 
tected cities. On mercantiles the well- 
known ‘‘ universal schedule ’’ will be used, 
and in many cases reductions will be se- 
cured thereunder. It appears, however, to 
be a particular stipulation exacted upon the 
part of the superintendent of insurance, 
that where this or any other schedule is 
used, and the new rates made thereunder 
are found to be in excess of present rates, 
‘‘immediate revision of such new schedule 
will be effected in order that the primary 
object herein stated shall be accomplished.”’ 
The primary object appears to be a general 
reduction in rates, regardless of the ques- 
tion of hazard, and under the circumstances 
the attempt to apply the universal or any 
other schedule on scientific principles, is 
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rather useless. It is not schedule rating 
and it discredits the attempt made by the 
companies, through the use of these sched- 
ules, to adapt their rating methods to more 
scientific principles. Of course as a politi- 
cal move the general reduction will prove 
popular with the majority of people, who 
do not realize that by this uneconomic 
attempt at a general leveling of rates, many 
are getting more reduction than they are 
entitled to and many very much less. The 
companies cannot write one class of risks at 
a loss without making it up upon another 
class. Anti-compact legislation in the past 
has been promoted mainly by special in- 
terests seeking to prevent the companies 
from advancing their rates of insurance for 
an increase of hazard, but possibly we shall 
see in the future a change of circumstances, 
and an attempt on the part of the owners 
of improved risks to compel an increase on 
the bad hazards and reductions on the good. 

Some doubts are expressed as to the 
legality of Superintendent Church’s ar- 
rangement with the companies under the 
anti-compact law, but the superintendent 
appears to be well fortified in his position, 
so far as personal conviction is concerned, 
and whether there is an actual violation of 
law or not, if the arrangement is politically 
popular, the state authorities will probably 
not attempt to interpret the law in its most 
drastic aspect. We cannot truly say that a 
situation of this kind contains elements 
of perfect safety for the future of the 
republic, whose enduring foundations must 
ever be respect for law.. We believe that 
anti-compact and anti-trust laws should be 
enforced to their extremity, for in that way 
alone can we gain an insight in the danger- 
ous nature of this foolhardy attempt to in- 
terfere with natural laws. 


¥ 


A remarkable state of affairs has prevailed 
in Kentucky during the current year. The 
The Kentucky Caption law of ay state 
Indictments. mae Sh Sanyo Pee He 
surance companies, but 
they have, nevertheless, been attacked by 
the state’s attorney for criminal conspiracy 
undercommon law. Indictments upon this 
charge have been procured in a number of 
counties, but thus far but four cases have 
been brought to trial. In three of these 
cases the companies were heavily fined,and 
in one the jury failed toagree. In a num- 
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ber of cases the companies withdrew from 
the counties in which indictment were be- 
ing sought, and there was something of a 
rising in their behalf on the part of busi- 
ness meu, who expressed themselves as 
satisfied with the methods of rating adopted 
by the companies, and in several cases suc- 
cessfully petitioned the grand jury not to 
return indictments. The most recent case 
of the kind was in Princeton, where the 
majority of residents petitioned the grand 
jury not to return the indictments asked by 
the state’s attorney. The grand jury com- 
plied with the request, whereupon the 
state’s attorney asked the judge to fine the 
petitioners for contempt of court. Afteran 
extended argument the judge fined each 
petitioner one cent, a decision which was 
enthusiastically applauded by the guilty 
signers. On appeal, the court of appeals 
has reversed the decisions of the lower 
courts and sustained the defence of the 
companies. It is believed that the Legisla- 
ture will be asked to pass an anti-compact 
law, copied after the Texas and Arkansas 
enactments. Rates in Kentucky are at pre- 
sent controlled by the Kentucky and Ten- 
nessee Association, an organization of field 
men, which is subservient to the Western 
Union. 

In view of the foregoing facts it is inter- 
esting to record that on May 18 a large con- 
vention of Kentucky local agents was held 
in Louisville, which was also attended by a 
number of men identified with other lines 
of business. In fact the meeting was really 
a conference between insurance and busi- 
ness men for the purpose of considering 
mutual interests and effecting, if possible, 
some change of public sentiment regarding 
the state’s attempt to disrupt the rating 
associations. 


The conference has already secured re- 
sults which may be beneficial to the inter- 
ests of insurance companies. At the annual 
meeting of the Kentucky State Commer- 
cial Convention a resolution was adopted 
reciting the fact that the prosecutions 
directly affected business development and 
enterprise, and calling upon the Legisla- 
ture to appoint a joint committee “‘to in- 
quire into the complaints under the pres- 
ent law, and to question insurance agents 
and experts, purchasers of insurance, and 
all persons who may contribute to the best 
understanding of the rights of the com- 


panies and the public under the fire insur- 
ance contract, as to what is best to be 
done.” 

Insurance Commissioner Stone, of Ken- 
tucky, in his annual report, just issued, has 
expressed himself in opposition to the in- 
dictments, and says that in his opinion the 
present system of rating in fire insurance 
more nearly conserves the interests of the 
insuring public than any other. He thinks 
enforced competition will only result in 
greater concentration in the hands of large 
companies, and that the public would in 
the end have to pay the cost of a rate war. 


aa 


It is clear that the foremost problem in 
fire underwriting to-day is its relations with 
The Remedy the state. The situation is 
jn Sought. growing so acute that the 

companies and their agents 
will be compelled, in the near future, to 
adopt some fixed and uniform policy in re- 
gard to the matter. What that policy will 
be it is extremely difficult to say. What it 
ought to be is a matter concerning which 
there will be a great variety of opinion. 
There are plenty of evidences however, 
that the question is receiving the attention 
of thoughtful underwriters and that the 
needs of the hour will in due course be 
reasonably met. The indication of a drift 
in current thought toward state supervis- 
ion of rate-making, through enforced classi- 
fication, is extremely interesting. The 
matter was, we believe, first publicly 
broached by Mr. E. F. Beddall, of New 
York, at the convention of state insurance 
superintendents held last fall. Since that 
time editorial comment in the insurance 
press has indicated that other underwriters 
of prominence were leaning in this direc- 
tion, but no one has.given public utterance 
to his views until this plan of meeting the 
situation was again discussed by Mr. John 
F. Downing of Erie, Pa., at the recent con- 
vention of insurance agents and business 
men in Louisville. Mr. Downing suggested 
the enactment of a law compelling all com- 
panies to adopt a uniform system of classi- 
fication for the state in which the law was 
enacted, combining the experience thus se- 
cured at the end of each period of five 
years. He would then have the insurance 
commissioner take this classification as the 
basis for a schedule of rates, allowing a 
reasonable sum for expenses and profits. 
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Mr. Downing thought that a profit of ten 
per cent. would not be unreasonable in 
view of the hazards of the business. 


Mr. Downing defends his proposition by 
stating that the tendency is already in the 
direction of state oversight, citing the very 
practical control recently exercised by the 
insurance commissioner of Michigan, and 
still more recently the arrangement for 
joint-rate making in Kansas with the con- 
sent and virtually under the direction of 
the state superintendent of insurance. Mr. 
Downing does not think objections to state 
classification as against a more universal 
classification are valid, believing that any 
classification, whether by the state or by 
the companies, must very largely be based 
upon the results by states. 


Whether opinion in favor of the proposi- 
tion advanced by Mr. Beddall and Mr. 
Downing, and evidently favored by other 
underwriters of prominence, will assume 
enough strength to become a fixed policy 
in the matter of state interference, is a 
question surrounded with considerable un- 
certainty; and yet there can be no doubt 
that the attitude of the states and the fact 
that it has been impossible for the com- 
panies themselves to agree upon such a 
classification, has a tendency to force un- 
derwritersin that direction. The railroads, 
deprived of their right to joint rate-making 
by the recent decision of the U. S. supreme 
court, and believing that rate agreements 
are essential if they are to be saved from 
financial ruin, have adopted this position as 
their final rallying point, and now proposes 
to ask Congress for a law allowing them to 
pool their interests under the direction of 
the interstate commerce commission. 

The great defect of the present situation 
is that the insurance companies themselves 
cannot be brought to pool their experiences 
on diffierent classes of risks. Had the 
National Board been in possession of such a 
classification, the present situation would 
have been much less serious. Rates would 
have been much more nearly equalized and 
public demonstration of the differences in 
rates could readily have been made. We are 
of the opinion that a broad, consistent and 
efficient policy for the companies to adopt 
is to pool immediately their experiences, 
establish a suitable classification thereon, 
formulate schedules which will apportion 
the rates according to this classification, 


and then ask the legislatures to repeal the 
anti-compact laws. We are aware that the 
adoption of such a policy isextremely diffi- 
cult on account of conflicting interests, but 
it is not impracticable, and is, we confident- 
ly believe, the very best thing which can 


be proposed. 
¥ 


Conflict with the state in North Carolina 
has also engaged public attention during 
Nesth Carolina the current month. A 
Difficulties. law has recently been 

passed in that state 
which requires certain corporations of 
other states and countries, including insur- 
ance companies of all classes, to become 
domestic corporations before they are 
allowed to do business. The law went 
into effect June 1, a fine of $700 per day 
being imposed for violation. Quite a num- 
ber of the companies have withdrawn from 
the state rather than file their charters, 
while others which complied with the law 
are now seeking to get their charters back 
and cease business. There is a belief that 
the companies which complied with the 
law acted hastily, without a full apprecia- 
tion of its far-reaching scope. The state’s 
attorney-general contends that the charter 
once filed makes the company perpetually 
a corporation of North Carolina, subjecting 
it to all the laws regarding domestic cor- 
porations, and effectually preventing appeal 
to the federal courts. The commissioner 
of insurance says that the law does not 
subject the companies to taxation as domes- 
tic corporations, and was merely designed 
to prevent appeal to federal courts. It is 
expected that the points in dispute and the 
scope of the law will have to be determined 
by appeal to the courts. The attorney- 
general refuses to return the charters of 
those companies which express a desire to 
withdraw. 


¥ 


The approach of the annual convention 
of the National Association of Local Fire 
The Agency Insurance Ageuts, together 
Movement, with general causes, has 
stimulated the growth of the 
agency movement and resulted in the or- 
ganization of several new associations. 
The most important and significant phase 
of the movement is the new hold it has 
taken upon New England. When the local 
agents first began to organize for protec- 
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tive purposes, the project was not looked 
upon with marked favor among New Eng- 
land agents, either because the so-called 
evils complained of were not so acutely 
felt, or because of the natural con- 
servatism which characterizes the business 
men of this section. The success of the 
movement, together with the fact that it 
has gained in dignity and conservatism as 
it has grown, has wrought a change of sen- 
timent, and it is not improbable that New 
England, which usually does things of this 
kind in a very thorough manner, will send 
a strong delegation to the national conven- 
tion in Buffalo in August. In response to 
a call issued by the firm of Dow & Pink- 
ham, a meeting of Maine agents was held 
in Portland, May 27. Some fifty agents 
were present, representing twenty-three 
cities and towns. The ‘‘ Maine Association 
of Local Fire Insurance Agents’’ was 
formed, and the constitution, by-laws and 
platform of the National Association adopt- 
ed, with a few changes adapted to local 
conditions. 


Among the practical questions discussed 
was the greater equalization of rates in the 
State of Maine. The opinion among the 
agents seemed to be that there was great 
room for improvement in this respect. 
The causes for the inequalities were be- 
lieved to be mutual competition and diplo- 
matic reductions extended to avert legis- 
lative interference. There were some sug- 
gestions made in regard to placing greater 
rating powers in the hands of agents. 
President Cornish, of the New England 
Insurance Exchange, was present, and be- 
lieved that something should be done to- 
ward more uniform rating, and believed the 
Exchange would be willing to confer with 
a committee of the new associaton in regard 
to the matter. 


The Maine association, therefore, starts 
out with an issue on its hands, which is 
one of the most vital at present confronting 
the insurance business. Between the compa- 
nies which earnestly desire to secure equal- 
ization, and are only hampered by special 
interests opposed to such equalization ; the 
agents whose interests appear largely to 
lie in the direction of such equalization, 
and an intelligent public, which in New 
England has been quick to respond to all 
attempts at: scientific readjustment, the 
future should see a marked improvement 
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in methods of rating. We believe that 
rate reductions, granted to special interests 
for political reasons, represent a short- 
sighted policy, which is sure to react upon 
the companies, and should be discouraged 
and fought in the interests of good under- 
writing. 

In Connecticut and Vermont practical 
steps have been taken toward organization, 
and in Massachusetts considerable latent 
sentiment in favor of the project has devel- 
oped. The completion of an organization 
in all of these States is desirable for the 
purpose of sending delegates to the national 
convention, for there can be no doubt that 
New England conservatism will have an 
important effect in maintaining a proper 
balance in. the deliberations of this impor- 
tant body. 

In other sections of the country the 
movement has progressed rapidly, and in 
some cases has resulted in pronounced, if 
not extreme, action on the part of the 
agents. At a recent meeting in Alabama 
the agents voted that companies should 
confine operations to large places and not 
appoint agents in smaller towns, writing 
all business through the agents in the larger 
places. In Louisana the local agents have 
raised a new issue by adopting a resolution 
in favor ofa flat commission of fifteen per 
cent. and a contingent interest in the profits 
of the business. The most important action 
of the month effecting the interests of the 
agents was the vote of the Southeastern 
Tariff Association extending the privileges 
of the floor to the appointed delegates of 
agency associations. This vote is believed 
to be the forerunner of a general policy of 
conciliation adopted by the companies 
toward the local agents. The companies 
not only recognize the strength of the 
agents in enforcing their own special de- 
mands, but are favorably impressed with 
the power which these associations can ex- 
ert in promoting mutual interests. 


¥ 


The question of overhead writing contin- 
ues to occupy the centre of the stage. The 


current month has 
baie ee brought out some very 
8 "interesting develop- 


ments. As stated in the May number the 
publication of the list of companies prac- 
tically pledged against overhead writing, 
led to a strong protest against the attitude 
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of the agents, on the part of the fifty or 
more companies which were not included; 
some because they declined to give the 
assurances asked, and others because they 
claim they were not given an opportunity 
to sign. The most notable protest is that 
of Vice-President John H. Washburn of the 
Home of New York, who, in a published 
statement, says the company declined to 
sign because its agents are satisfied with its 
position, and that it does not believe agents 
in general are suffering from overhead 
writing so much as is claimed, the practice 
being confined mainly to companies which 
have no agents and consequently cannot be 
under any obligations to protect agents. 
He thinks that much the larger part of the 
so-called overhead writing is done by the 
agents themselves who prefer to place sur- 
plus lines through New York brokers rather 
than to share with their fellow agents. Iu 
conclusion Mr. Washburn says: 


‘‘In this matter of overhead writing the 
position of the Home is well understood. 
Correspondence with the president of the 
Local Agents’ Association elicits from him 
a statement that the position of the Home 
in the matter of overhead writing is well 
known and perfectly satisfactory; but as 
the Home declines to take any pledge its 
name cannot appear in the list of those who 
have given such promises, and the state- 
ment which precedes the published list of 
signers is calculated to do injustice to com- 
panies occupying the position of the Home, 
and we feel that the officers of that associa- 
tion have been entirely unfair in the mat- 
ter. One word more as to the value of the 
pledge. Evidence comes to us day by day 
of companies who have signed that pledge, 
but who seem to regard it as a mere for- 
mality, as they are issuing policies regard- 
less of their promise. While talking 
about this matter there is another to which 
some publicity should be given. Local 
boards have undertaken in several cases to 
bind their members to write no risks un- 
less they receive the full commission, 
entirely unmindful of the fact that 
many risks are absolutely controlled 
by brokers in one or other of the large 
cities, and that a refusal to allow these 
brokers a portion of the commission 
will assuredly result in their failing to 
write any portion of the risk and thus 
deprive the companies they represent of 


what they might consider desirable busi- 
ness.”’ 

In view of the position taken by the 
Home, particularly on the matter of com- 
missions to brokers, recent developments 
in Kentucky effecting that company are 
extremely interesting. At the annual con- 
vention of the Local Underwriters Associa- 
tion of Kentucky, held at Louisville, May 
18, something of a sensation was caused by 
the report of the grievance committee, in 
which the following signers of the National 
Association’s pledge were named as writing 
over the heads of Kentucky agents, through 
Cincinnati offices: Agricultural, American 
of Boston, Atlas, British America, Magde- 
burg, Mercantile of Boston; North German, 
Pennsylvania, Transatlantic, Queen and 
Hartford. The Home was also charged 
with the same practice. The association 
voted to refer the charges to the National 
association foraction. The field representa- 
tive of the Home, who was present at the 
meeting, stated that no complaints against 
the company were made by its own agents, 
who were entirely satisfied with its policy. 


But general attention has been diverted 
from these charges to the situation existing 
between the Home and its representatives 
at Owensboro, Ky. The company received 
in New York the offer of a line on a risk in 
that place, and sent the application to its 
local agents with the request that they 
write the policy, and allow the brokerage 
of ten per cent which the company had 
paid the New York broker. The agents 
declined to allow brokerage, holding that 
the rules of the local board prohibited 
brokerages, whereupon the company wrote 
the policy through another Kentucky 
agent. The Owensboro agents immedi- 
ately resigned the company and called 
upon the other agencies in the town to sup- 
porttheir action. Thus far they have effect- 
ually prevented the company from placing 
its agency. Commenting upon the situa- 
tion the Louisville Insurance Herald says: 
“The assertion by Mr. Washburn that 
the Home proposes to write overhead in 
practically all cases where agents will not 
allow the company a brokerage of Io per 
cent on business offered by the home office 
has created renewed interest in the com- 
pany’s attitude in thisterritory. It is un- 
derstood that in Louisville agents are stip- 
ulating when exchanging business with the 
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Home’s representatives that the policies of 
that company be left out of consideration 
in the distribution of the line. There is 
evidence of a spirit of unrest on the part of 
Home agents throughout Kentucky, all of 
whom are importuning the management to 
assume a more conciliatory attitude re- 
garding what local agents believe to be 
sacred rights.”’ 


Aa 


These local conditions are merely indica- 
tive of a general condition, and it is ap- 
q . Parent that the feelings of 

the local agents regarding 

the question of overhead 
writing are much more profound than 
many have supposed. It is evidently the 
desire of the agent not only to control the 
action of the company which he does repre- 
sent, but of the company which he does not 
represent, and particularly to defeat the 
company which procures its business with- 
out agents of any kind; in short that the 
fire insurance business of the country shall 
be done exclusively through the local 
agent. The program is a large one, and 
the conditions which operate to make it 
difficult are numerous and serious. But it 
appears that the agents are moving forward 
toward a general policy upon the question 
of overhead writing, which is much wider 
in its scope than was first contemplated. 
Mr. Washburn takes the position that if 
the relations of the company and its own 
agents are satisfactory, or if the company 
has no agents, there can be no issue upon 
overhead writing so far as the companies 
are concerned. But the agent looks at the 
matter from another standpoint, namely, 
that while the agents which the Home has 
may be satisfied with their relations with 
the company, the agents which it has not 
demand recognition which they think they 
do not at present receive. The platform 
aimed at evidently is that if the company 
has no local agent in a given place it must 
have one and do the business of that locality 
through that agent, who shall realize en- 
tirely the proceeds of the commission with- 
out division with the broker. ‘ 

The executive officers of the National 
association, with a view to enlarging its 
over-head writing list before the annual 
meeting in August, has sent the following 
communication to the non-signers: ‘‘It is 
not surprising that through inadvertence 


An Enlarge 


Position. 


® , , , 
or misunderstanding some companies were 


omitted that were willing to be enrolled 
upon the list of those which advised us that 
they would not practice overhead writing. 
Upon the appearance of the list a number 
of managers whose companies were not in- 
cluded, protested against this omission in 
letters to us and through the press. To 
avoid injustice to these companies and to 
others that are willing to join this crusade 
against overhead writing, we are sending 
out no more copies of the list issued April 
25th, and will at once issue a corrected list. 
From present indications we hope that the 
new list will record the unanimous con- 
demnation of overhead writing by the com- 
panies. This evil practice will then be out- 
lawed and the unembarrassed antagonism 
of local agents can be relied upon to pre- 
vent its rehabilitation. We sincerely hope 
that your sympathies are with local agents 
on this question and that you will authorize 
us to include the name of your company in 
the corrected list.’’ 

We do not doubt that one result of this 
letter will be a considerable enlargement 
of the original list, in fact it is understood 
that more than half the non-signers have 
already signed. 


> 


As stated in the last number, the move- 
ment toward extending the functions of the 
Work of the ee Board of Fire 
National Board. Underwriters was en- 

dorsed at the annual 
meeting, in May. Steps have since been 
taken in the direction of a conference be- 
tween the different field associations for 
the purpose of discussing the best methods 
of carrying out the project. Committees of 
five, representing the National Board, the 
Western Union, the New England Insur- 
ance Exchange, and the Southeastern Tariff 
Association, have been appointed, and a 
meeting in New York City will be called 
at an early date. The plan outlined by 
the Executive Committee of the National 
Board, and endorsed by President Irvin in 
his annual address, contemplates vesting 
the board with authority over all questions 
affecting the interests of the companies, 
except rates and commissions. This in- 
volves a wide scope of action on the part 
of the hitherto dormant National Board, 
and, if carried out successfully, should 
greatly simplify and improve the methods 
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of doing business. In fire underwriting ® 


uniformity is desirable in all things. It 
not only decreases the cost of doing the 
business, but places it, as a whole, in a 
much better light before the public. Un- 
der the present system, by which authority 
is greatly diversified, the efforts constantly 
made to advance the methods of doing 
business on its scientific side are neutral- 
ized, and in many cases rendered abortive. 
A great advance will be made if the control 
of such matters can be placed in the hands 
of a central body vested with sufficient au- 
thority to enforce decrees. 


What the outcome of the coming confer- 
ence will be cannot be predicted. Differ- 
ences of opinion regarding jurisdiction and 
powers may prevent the plan from being 
put into effect as fully as contemplated. 
Many of the organizations are loth to give 
up the jurisdiction they now exercise, 
although the plan provides for the repre- 
sentation of each organization upon the 
standing committees. It is a curious fact 
that centralization never is brought about 
by any conscious unity of thought, but 
occurs through the force of circumstance. 
In the present instance the great value of 
uniform action has never been doubted. It 
is one of the fundamental doctrines of the 
business, preached and advocated from time 
immemorial. And yet this sentiment would 
probably have continued to evaporate 
largely in words but for the overwhelming 
circumstances attending the attack upon 
the companies in the legislatures, and the 
increased power shown by the agency forces 
through their new organizations. The ac- 
tivities of the agents, moved by a profound 
regard for self-interest, culminating in the 
organization of a strong legislative national 
association, has taught the companies much, 
and shown them wherein they were defi- 
cient and in a measure incapacitated from 
meeting the situation which had arisen, to 
many unexpectedly. 


The situation in regard to state legislation 
is extremely critical, which, as has been 
elsewhere stated, can be met only by a 
fixed, uniform policy on the part of the 
companies. It is therefore almost impera- 
tive that this question should be placed in 
the hands of the national board with full 
powers, not only in regard to methods of 
directly checking adverse legislation, but 
in the detailed matters over which it seeks 


to obtain jurisdiction; for these things 
touch the question of state legislation very 
closely. If the national board is to appear 
asa factor in the attempt to stop the ex- 
cesses to which the state legislatures are 
going, it is necessary that it be fully 
equipped for the purpose ; and if it cam be 
shown that the board, in assuming control 
over policy forms and clauses, inspections, 
tests, improvements, adjustments and other 
features, is making the transaction of the 
business less complicated and conflicting, 
and therefore less costly, it will exercise a 
great influence in changing public opinion, 
upon which any change in the sentiment of 
state legislatures must finally rest. 

We believe that the present movement 
toward centralization is a healthy one, 
which can only be prevented by an undue 
regard for special interests. If it iscarried 
out it means that certain organizations and 
certain men will have to relinquish, toa 
very considerable degree, the powers they 
have heretofore exercised. The acuteness 
of the general situation seems to warrant 
the prediction that these sacrifices will be 
made for the general interests of the busi- 
ness. 


> 


Events during the past year seem to in- 
dicate some improvement in public opinion 
Valued in regard to valued policy- 
Policy Rie: laws. The legislatures of 

Colorado, Nevada, Utah and 
West Virginia passed bills of this character. 
None of them received executive approval. 
In the first three instances the bills were 
vetoed. In West Virginia the bill became 
a law against the governor’s advice and 
without his signature. He says: ‘‘ It offers 
inducements to people owning houses to in- 
sure them for more than they are worth, 
and then burn them to recover the insur- 
ance.’’ The governor of Colorado says: 
‘‘The bill ignores the fundamental princi- 
ple of fire insurance, and thereby trans- 
forms the contract from one of indemnity 
to one of wages or speculation.’”’ The same 
bad principle is recognized in the other 
cases. We do not see how any intelligent 
man can fail to be impressed with this fea- 
ture. In their fire insurance reports for 
1899 the insurance commissioners of Mass- 
achusetts and Ohio present strong argu- 
ments against legislation of this character. 
In Massachusetts there is no valued policy 
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law although one very nearly received the 
endorsement of the legislature this year. 
Ohio has had a valued policy law since 1879, 
which Commissioner Matthews recom- 
mends should be repealed because it is an 
incentive to crime and increases the cost of 
insurance to property-owners. 


Twenty-one states now have valued policy 
laws. The first law of this kind was passed 
in Wisconsin in 1874. In 1879 Ohio and 
Texas followed its example. No other law 
was passed until 1885 when New Hampshire, 
after a sharp legislative fight, enacted such 
a measure. In accordance with an agree- 
ment, known as the ‘‘ New Hampshire Com- 
pact,’’ signed before the passage of the 
law, all foreign fire insurance companies 
doing business in the state withdrew as 
soon as it received the governor’s signa- 
ture. We present elsewhere a most inter- 
esting article upon the causes leading up 
to the adoption of this compact and the 
subsequent effects of the withdrawal, by Mr. 
George P. Field, who at that time was presi- 
dent of the New England Insurance Ex- 
change, the author of the compact and its 
most activé promoter. The compact re- 
mained in force for four years, when it was 
broken by the initiative of a prominent 
New England company. The companies 
returned, therefore, without having secured 
a repeal of the valued policy-law. Mr. 
Field thinks that this relinquishment of 
the fight on the eve of what he believes to 
have been a victory, is responsible, largely, 
for the many other enactments since that 
date. His conclusion is certainly borne out 
by circumstantial evidence. From 1885 to 
1889 no valued policy law was passed. In 
1889 four states adopted the measure. The 
New Hampshire compact was broken in 
September, 1889. Since that date seven- 
teen states have passed these laws, in three 
of which they were only saved from going 
into force by executive veto. Bills in- 
numerable have been introduced in other 
states, but have been defeated. Both Mass- 
achusetts and Connecticut this year, after a 
hard fight, rejected measures of this charac- 
ter. 


Valued policy bills are totally unjustifi- 
able from any point of view, since they 
promote the crime of arson and do not 
remedy the evils aimed at — overinsurance 
— but on the contrary, encourage it. They 
increase the general cost of doing the busi- 


ness and therefore necessitate larger col- 
lections from the property owners as a 
whole, without giving the public any com- 
pensation for that increased expenditure. 
They ought to be repealed in the interests 
of good morals. The question of overin- 
surance should be approached in a rational 
and effective way, either by the enactment 
of a three-quarters loss law as adopted by 
some states, or by compulsory valuation of 
the property at the expense of the insured. 
In commenting upon the effect of the 
valued policy law upon the cost of doing 
the business, Commissioner Matthews of 
Ohio states that in the ten years prior to 
the enactment of the law in Ohio in 1879 
the fire loss in the state was fifty-eight cents 
pereach $100 of insurance written, and that 
for the ten years following it increased to 
sixty-six cents per hundred, and for the 
nine years since 1889 has been sixty-eight 
cents per hundred. In view of the great 
improvements in construction and fire pro- 
tection, Mr. Matthews says: ‘‘I have no 
hesitancy in believing that overinsurance, 
sanctioned and encouraged by the valued 
policy-law, is the cause of the greater 
portion of this increased fire waste, and 
that this unnecessary waste will continue 
and grow worse so long as this statute re- 
mains a part of our insurance code.”’ 


¥ 


The question of agency commissions re- 
mains in a very unsettled state, and the 
Comainai continuance of the Fire 

Mmmissions . “ier F 

. Underwriters’ Union is 
Still Unsettled. 

looked upon as a matter 
of extreme uncertainty. Since the organ- 
ization of the union, in 1893, its member- 
ship has decreased by about a score of 
companies. To-day less than fifty com- 
panies support uniform commission rules 
in the East. It is confidently stated by 
members of the union that unless the mem- 
bership is augmented by a number of large 
companies now upon the outside, the or- 
ganization will be dissolved and commis- 
sions thrown open. Since the general 
meeting of companies, in May, at which 
very little apparent interest in the situa- 
tion was shown by outside companies, there 
has been no improvement, On the other 
hand, there are many evidences that there 
has been some reaction in favor of open 
commissions as the best method of pro- 
ducing underwriting profits. It is, there- 
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fore, not improbable that uniform commis- 
sions will be abandoned and a period of 
active competition witnessed. We do not 
believe that such a condition will be per- 
manent. Public policy, and the natural 
laws which tend to bring the companies 
together upon rates, will operate in the 
case of commissions. The union upon 
commissions will be much more complete 
when it is re-established. Some interest- 
ing statistics have been published in the 
insurance press, intended to show that free 
commission companies have met with the 
most profitable results, so far as under- 
writing is concerned ; but, as this opportu- 
nity for greater profit depends so much 
upon the maintenance of uniform rates by 
all companies, and uniform commissions 
by most of them, it cannot be logically ad- 
vanced as an argument against the general 
principle of uniform commissions. 

There is evidently a growing sentiment 
in favor of a change in the basis of com- 
pensation to agents from the present flat 
commissions to combined flat commission 
and contingent interest in profits. At the 
general meeting in May the president of 
the Continental proposed a flat commission 
of ten per cent and a contingent of ten, in 
place of the present flat basis of fifteen. 
His suggestion appeared to be merely theo- 
retical, for when asked if he would join an 
association adopting that plan of compensa- 
tion he stated that he would not. As indi- 
cating the drift of opinion it is interesting 
to note that at a recent meeting of Louisi- 
ana local agents a resolution was adopted 
in favor of a flat commission of fifteen per 
cent and a contingent commission on profits. 
While this involves a change in the system 
of compensation, it also would mean an in- 
crease over the present flat commission of 
fifteen per cent, which would probably be 
opposed by the members of the Fire Under- 
writers Union. Some members of the 
Union advocate the plan of giving the agent 
an option between a flat commission of fif- 
teen and the ten per cent flat and ten per 
centcontingent. The main objections urged 
against the contingent commission basis is 
its greater opportunity for manipulation 
on the part of dishonest companies. On 
the other hand it is argued that the con- 
tingent commission would make better 
agents and produce on the whole a much 
better class of business for the companies. 


The commission question also touches 
very closely the matter of brokerages, 
which unlike commissions has usually 
been left for the local agents to settle in 
each locality. There is a call, however, 
especially from the agents in cities, for the 
adoption by the companies of a uniform 
brokerage as well as agency commission, 
applicable to all sections alike. It is in- 
teresting to note in this connection that in 
smaller places there is a tendency on the 
part of local agents to eliminate altogether 
the question of brokerage, and it is clear 
that this situation is likely in the near 
future to create a very lively controversy. 
If the agents are successful in eliminating 
the broker, it will be only when they have 
secured the co-operation of both the com- 
panies and the insured. As a whole the 
broker is probably stronger to-day than he 
has ever been before. The future alone 
will demonstrate whether he has reached 
the summit of his power and begun to 
travel the descending pathway. 

The fact that in the past five years there 
has been an advance of nearly two per cent 
in the rate of commission paid (the rate 
for 1898 being 20.04 per cent), and that in 
the last thirty-five years it has more than 
doubled, has given the companies much 
concern. From the agents’ point of view 
this ratio of increase in commissions would 
not be looked upon with alarm, if he did 
not believe that it was largely absorbed by 
the broker. While public policy demands 
economy on the part of the companies, 
good economic principles are not opposed 
to any increased renumeration of agents 
which is not wasteful. An agents’ income 
from commissions is his wages, and the 
public has ever looked upon increased 
wages as a healthy indication and a sign of 
progress. The simile, of course, is not in 
all respects an apt one, and is merely cited 
to show that a general increase in commis- 
sion ratios is not of itself an indication of 
increased extravagance. 


+ 


A review of the month would not be com- 
plete without reference to the annual imeet- 
ing of the National Fire 
Protection Association, 
held in Boston during the 
week ending June 17. This association is 
devoted exclusively to the study of the fire 
insurance hazard upon its scientific side. 


Scientific Fire 
Protection. 
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It has no control over rates or any other 
question affecting the internal management 
of the companies. It is comprised mainly 
of the inspectors attached to field organiza- 
tions and local boards. The work which 
the association is performing has been of 
the greatest service to the companies, not 
only in improving risks and supplying 
them with better knowledge concerning 
special hazards, but also because of the 
affect upon public opinion. In this, as in 
all cases where self-interest and competition 
have prompted improved methods of doing 
business, the public has reaped the reward, 


CASUALTY 


General interest in casualty insurance 
has centered in the retirement, during the 
past month, of the New 
England Mutual Accident 
Association, the largest of 
the assessment associations. The retire- 
ment is due to financial straits, which have 
for some time been the subject of public 
criticism. The association was organized, 
in 1884, to do business on the assessment 
plan. Its business has never been done on 
the mutual principle, however. Asa close 
corporation, its affairs have been controlled 
from the start by the holders of 20 shares 
of stock, amounting to $500. A controlling 
interest, or 11 shares, was held by the for- 
mer manager, Benjamin F. Dyer. At his 
death they were transferred to Franklin J. 
Moore, who became general manager. Mr. 
Moore has recently stated that he agreed 
to pay the widow of Mr. Dyer $50,000 for 
the shares, and that he has paid $10,000 of 
this sum. The remaining shares were dis- 
tributed among some five or six men, who 
acted as directors. Some two or three years 
ago, at the request of the New York insur- 
ance department, the by-laws of the asso- 
ciation were changed, to allow the election 
of officers by the policy holders, instead of 
the stockholders. On December 31 last, 
in a statement filed with the Massachusetts 
insurance department, an apparent surplus 
of $31,000 was shown, but a sworn state- 
ment since filed, as of March 31, indicates 
a shortage of $55,502. The liabilities con- 
sist very largely of unpaid losses and re- 
sisted claims. 

The policy-holders of the New England 
were notified May 13th, that arrangements 


An Assessment 
Retirement. 


both in lower rates and in the constant 
tendency to reduce and eliminate the 
hazard of fire, thus promoting stability and 
credit in all lines of business. The particu- 
lar effort of the association is directed 
toward securing uniform rules throughout 
the country regarding the installation and 
use of fire protective apparatus. Asthe rules 
adopted are constructed only after the most 
careful study and painstaking test, their 
general use is exceedingly desirable, and 
will afford underwriters in all sections the 
maximum of protection against the installa- 
tion of inferior and often fraudulent devices. 


INSURANCE. 


had been made for the transfer of the busi- 
ness to the General Accident Assurance 
Corporation, a Scottish company which 
had just opened a United States branch, 
and that Mr. Moore would become assist- 
ant manager of the latter. This arrange- 
ment provided for the tansfer of some 13,- 
ooo policy-holders and about $80,000,000 of 
insurance, without compensation to the 
Scottish company. There appears also to 
have been some further arrangetent by 
which the latter was to assume the plant 
and assets of the New England and dis- 
charge certain of its outstanding liabilities. 
The consummation of the deal in full was 
prevented by the action of a holder of one 
share of the association’s original stock, 
who applied for an injunction restraining 
the association from carrying out its ar- 
rangement with the General Accident. He 
claimed that the share was worth $5,000 and 
that as a shareholder he was entitled to a 
distribution of the surplus assets of the 
association. He claimed that the good 
will of the association’s business had been 
sold without proper compensation. Claim- 
ants from Ohio and New York also asked 
the court for an injunction and the appoint- 
ment of a receiver. After hearing the 
matter the court decided to allow the re- 
insurance to stand, but ordered the books 
and papers of the New England to be re- 
tained in Boston, for the purpose of making 
an investigation of its: finances, and if 
neccessary levying an assessment upon 
policy-holders to liquidate claims. It is not 
impossible that the final settlement may 
involve questions affecting the liability of 
stockholders. The General Accident has 
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been admitted to Massachusetts. Its de- 
posit in the United States amounts to $250,- 
ooo. It was organized in 1891. The Post 
Almanac for 1899, gives the following in- 
formation regarding the company: Sub- 
scribed capital, $1,000,000; paid-up capital, 
$227,500; net premiums in 1898, $175,210; 
total receipts in 1898, $285,050; accident 
fund in 1898, $194,535. 

The retirement of the New England is 
another indication of decay in assessment 
accident insurance. This class of com- 
panies has not only suffered in public 
esteem through a number of bad, if not 
fraudulent failures, but has also been 
damaged by the general failure of assess- 
ment life insurance companies. While 
accident insurance conducted on the assess- 
ment plan is not subject to the same criti- 
cism on economic grounds as assessment 
life insurance, yet it is a fact that it has 
never yet been able to afford such sound 
protection as the stock companies. It 
lacks that public confidence created by a 
substantial capital stock, and seems to have 
peculiar attractions for a class of specula- 
tive adventurers, who have taken advantage 
of the opportunities of little or no super- 
vision, to impose upon the public. The 
stock companies as a whole have produced 
a class of men as managers who represent a 
much higher grade of honesty and intelli- 
gence. The New England’s retirement 
will probably, in the not distant future, be 
followed by others, or possibly by reorgan- 
ization as stock corporations. 


¥ 


After a year of demoralization there are 
evidences that the representatives of the 
Plate Class plate glass companies are 
Rates again coming to an under- 

standing upon rates. Rates 
in many sections have been nominally re- 
stored for some time, but it is only of late 
that attempts at a genera] agreement have 
met with success. June Ist an agreement, 
to which most of the companies were party, 
was put in force in Chicago, and in New 
York another effort to restore lost harmony 
between the leading companies has been 
made. The difficulties in the way appear 
to be largely personal differences. That 
the business has been much less unprofit- 
able since the dissolution of the compact a 


year ago is strikingly revealed by an exam- 
ination of the figures of the companies 
whose operations are confined strictly to 
plate glass business. They are four in num- 
ber. From 1893 to 1897, covering the period 
of the compact, the surplus funds of these 
companies increased over $400,000, about 
$100,000 per annum. During 1898, how- 
ever, the surplus funds not only showed no 
increase but an actual decrease of some 
$25,000. ‘There was also a slight decrease 
in premium income, and a marked increase 
in losses and expenses. Losses increased 
$61,000 and expenses $97,000. In addition 
to the four companies mentioned there are 
five others which doa plate glass business in 
connection with other lines of casualty in- 
surance. Such analysis as is possible indi- 
cates that these companies have as a whole 
experienced a like invasion of profits. It 
is hardly possible the companies will con- 
tinue much longer, a warfare which not 
only consumes profits, but affects financial 
stability. 
¥ 


By process of evolution a standard lia- 
bility policy is being adopted by the com- 
Standard Liability Pemies doing this class 
a of business. Sentiment 

olicy ‘ 

in favor of such a pol- 
icy is steadily growing among all com- 
panies, whether members of the rating 
bureau or not. The policy recently adopt- 
ed by the conference companies is believed 
to represent considerable of an advance in 
liberality to the insured. Its terms have 
been rendered much more explicit, and 
existing ambiguities removed. The most 
important feature is the elimination of 
the clause in the old policy stipulating that 
the policy did not cover ‘‘loss from liabil- 
ity for injuries caused by the failure of the 
assured to comply with the requirements 
of any law or ordinance respecting the 
safety of persons.’’ In practice the com- 
panies were not strictly observing this pro- 
vision, and non-conference companies 
were making use of its elimination 
from their policies for competitive pur- 
poses. It is understood that the new 
policy will become virtually the stand- 
ard for all companies, and will be used 
by the non-conference as well as confer- 
ence companies. 





INTEREST RATES AND LIFE INSURANCE RESERVES.* 


The other consideration which regulates 
the size of premiums and reserves is the 
rate of interest that is confidently expected 
to be realized upon the investments. The 
standard rate at present fixed by law is four 
per cent. 

As to this, taking the experience of the 
companies generally and severally, there 
does not appear at present or in prospect 
any indication, not only that the rates 
actually realized are not up to the full de- 
mand of the most stringent requirement of 
any state, with in most cases a margin of 
full one per cent. beyond, but there is not, 
in the view of common business judgment 
or of the best financial philosophy, any 
present indication of a further serious de- 
cline in rates upon the best class of life 
insurance investments, within a generation. 
Of course it is vastly easy for speculators 
and visionaries to sit down and imagine at 
how low a rate government bonds may pos- 
sibly be placed, or what may be the lowest 
rate banks may be obliged to accept; but 
that is not life insurance financiering. It 
is all very well to talk about railroad stocks 
and bonds, bank stocks, trust shares, city 
houses and the like, and the rates of income 
they are likely to produce; but when you 
know that your farm, which is accessible 
to the market, is fertile and productive, 
that it will be there as firm as the hills 
around it when these banks and trusts and 
city houses have ripened and decayed, or 
your broad acres of prairie, rich, fat and 
deep, from which the food and clothing of 
the world must forever come, and you wish 
to borrow upon a mortgage of it a sum not 
over half its salable value, and are asked 
and willing to pay five or six per cent. in- 
terest, are you ever led to inquire why 
that would not be about as good an invest- 
ment for a savings bank or life insurance 
company asthe aforesaid properties at half 
that rate of interest? If, the land upon 
which we live and from which is derived 
everything material we can possess or enjoy 
is not permanent, substantial and always to 
be valuable, what is? If securities based 
upon well-selected real estate are sure and 
enduring, and when such securities are 
always abundantly to be had by a little in- 


* From the annual report on life insurance just 
issued by Frederick L. Cutting, insurance com- 
missioner of Massachusetts. 


telligent exertion, and the rates they are 
always willing to pay are much better on 
the average than any other, why should 
they not be still more generally sought for 
thanthey are? If there is not some objection 
to these properties that has not been told, 
why not use something of the exertion im- 
plied in the quest by the solicitor for insur- 
ance, and not leave the vital matter of 
investment of funds to slipshod chance or 
the whims of some office hermit? It is of 
as great importance that the premiums 
when received should be industriously, in- 
telligently and economically handled as 
that the insurance should be sought in the 
first place. It would seem rather an em- 
barrassing position for a life fund loaner to 
be confronted with the query of how he 
reconciles the rates he asks and obtains on 
such loans with the constant and querulous 
pretence that he cannot realize more than 
three or three and one-half per cent. on his 
money. 

It is necessary to the performance of this 
trust that the rate of interest assumed in 
the basis of premiums and reserves shall 
actually be realized on the investments: 
and, if 4 per cent. can be obtained, it is suf- 
ficient that the premiums should be based 
on that rate. But, if only 3 percent. can 
be earned by the funds, then the premiums 
must be based on this lower rate, and will 
be all the way from Io to 20 per cent. higher 
than the 4-per-cent. premiums, and the 
people who purchase the insurance must 
pay this higher charge. But, if 4 per cent. 
can, as there seems no doubt, now and in 
prospect be obtained, there certainly should 
in all manliness and good faith be an en- 
deavor in that direction, which, if sincere, 
will be successful. 

The reserves should be held in best-earn- 
ing, sure investments, and among these 
there no better model, or one more gener- 
ally unobjectionable, than well-selected 
mortgages, one great advantage of which 
is the absence of market fluctuations ; an- 
other, the better average rates of interest; 
and another, the unlimited amount of them 
always to be obtained by a little respectable 
exertion on the part of the financiers. Ac- 
cording to the evidence of the schedules 
attached to the annual statements of the 
companies, the average rate of the mort- 
gages now held is considerably above 5% 
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per cent.—fully 1 per cent. higher than the 
average upon all other investments of the 
companies. As to their safety, compare the 
losses under foreclosure sales with the loss 
by shrinkage of premium on bonds as they 
go towards maturity, to say nothing of the 
fading out altogether, now and then, of a 
bunch of the principal. 

The use here of the single illustration of 
mortgage loans need not imply a particular 
prejudice in favor of that special class of 
investments, but only, in a general sense, 
an insistance that abundant, good-paying 
purchases or loans may be had by better 
industry in seeking for them. 

For these principal reasons the commis- 


sioner sees no present justification for re- 
quiring the companies to charge their 
policy holders from 10 to 20 per cent. more 
for their insurance than they are now pay- 
ing, or withholding an equivalent amount 
from their dividends, as would be necessi- 
tated by a change from the 4 to the 3-per- 
cent. basis. The call fora change among 
the companies is by no means general, nor, 
in his opinion, is it an indication of an 
awakening conservatism or economy in the 
conduct of the business; for, if these were 
the motive, it would easily manifest itself 
in the direction of abating instead of in- 
creasing the outlays, as indicated by the 
constantly advancing expense ratios. 





NEW ENGLAND INSTITUTIONS 


THE PHOENIX MUTUAL LIFE INSURANCE CO. 


The insurance department of Connecti- 
cut has recently completed an examination 
of the Phoenix Mutual Life Insurance 
Company of Hartford, in accordance with 
the law requiring an examination of State 
companies every four years. It was con- 
ducted under the supervision of the retiring 
commissioner, Mr. Frederick A. Betts, who 
has won a high reputation while in office 
for his independence and ability. The de- 
tailed work, however, was under the charge 
of the late eminent actuary and expert, Mr. 
William D. Whiting, until his death, being 
completed by the department’s actuary, 
Mr. S. H. Wolfe, who, from his association 
with Mr. Whiting, was well qualified to 
carry out the examination. 

The examination was begun in July, 1898, 
and is a very thorough one, covering the 
operations of the company until December 
31, 1897. On that date it was found to be 
possessed of assets amounting to §11,- 
152,059, a policy-holders’ reserve of $10,- 
183,846, and a surplus of $702,713. The 
assets and surplus are some $78,000 larger 
than reported to the department by the 
company, showing that its avowed policy 
in underestimating rather than overesti- 
mating resources has been consistently car- 
ried out. In commenting upon the results 
of the examination, Commissioner Betts 


states that an analysis of the company’s 
business shows a very favorable mortality 
experience and high earning powers as 
regards investments. In 1897 the actual 
mortality was but 60 per cent. of the tables 
of expectation, while the interest earnings 
were 25 per cent. in excess of legal require- 
ments. The company’s assets are quite 
largely invested in first-class mortgage 
loans, which yield a net income of about 
5% per cent., while stocks and bonds and 
other assets yield about 4%, making a total 
average of 5 per cent. on all assets. 

According to the report of Vice-President 
Holcombe, the company’s active manager, 
the rate of interest received upon the aver- 
age amount of assets during 1898 was 5.4 
per cent., and he states that these interest 
earnings have never fallen below 5 per cent. 
As the State law requires interest earnings 
of but 4 per cent. upon the reserve, which 
is about 92 per cent. of the gross assets, the 
margin of safety is ample in the case of 
this company. Commissioner Betts states 
that the payment of claims has been prompt, 
and that at the time of the examination no 
litigation was pending. 

The history of the Phoenix Mutual Life 
Insurance Company is a unique and inter- 
esting one. It was organized in 1851 as the 
American Temperance Life Insurance Com- 
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pany, for the purpose of insuring only total 
abstainers, its promoters holding that risks 
of this character could be insured at rates 
much lower than the average charged for 
miscellaneous risks. The promoters were 
prominent members of the cold-water army, 
and entered upon the plan with all the 
zeal which has ever characterized temper- 
ance agitators. The capital stock was 
placed at $100,000, and was quite largely 
over-subscribed on the first day books were 
opened. Ten per cent. was paid in at the 
time of subscription, six per cent. twenty 
days after organization, and the balance 
taken in stock notes. 

The by-laws of the company provided 
. that no policies be issued upon the lives of 
persons habitually using intoxicants, and 
required a pledge of perpetual abstinence. 
A discount of ro per cent. from established 
rates was allowed. The plan did not prove 
popular, and agents found it extremely 
difficult to induce people to sacrifice their 
personal liberty for the sake of the discount. 
After ten years’ experimentation the com- 
pany decided, in 1861, to abandon the plan 
and conform to established usages. Rates 
and contracts were modified in accordance 
with those of other companies. In the ten 
years assets of but $262,088 had been accu- 
mulated, and the income from premiums 
during the last year amounted to only 
$48,704. Some of the total-abstinence risks 
taken remain on the books of the company 
to-day, and are said to confirm in some 
degree the claim made by the founders re- 
garding greater longevity. 


The name of the company was changed 
to the Phcenix Mutual Life, and, with the 
new methods and the stimulus given to the 
business as a whole by the civil war, the 
company grew rapidly. The panic of 1873 
seriously affected the Phoenix, with other 
companies. It suffered not only from gen- 
eral causes but from ersors of management 
in an attempt to return excessive dividends 
to policy holders. December 31, 1874, the 
company reported assets of $10,011,976, and 
a‘surplus of $339,866, but, as subsequently 
discovered, this did not show the actual 
condition of the company. 

The largest stockholder in the company 
at this time was Aaron C. Goodman, who 

an active interest as director in its 
agement, and freely criticised the acts 


ager. An attempt made by the latter to 
oust the critical director was defeated by 
the purchase of a controlling interest in 
the stock by Mr. Goodman. In June, 1875, 
a change of management was effected by 
the election of Mr. Goodman as president, 
Jonathan B. Bunce as vice-president, and 
John M. Holcombe as secretary. 


A rigid examination of the company’s 
affairs showed that the surplus claimed at 
the close of 1874 was a myth, and that there 
was an actual deficit of $79,000. The gap 
was filled by cashing $84,000 in stock notes, 
making the entire capital of $100,000 paid 
up. The new management applied itself 
to the task of restoring the company’s 
financial strength, which it did very suc- 
cessfully, increasing the surplus from $4679 
in 1875 to $1,318,537 in 1888. In the mean- 
time, however, little attention had been 
paid to new business, and the insurance in 
force fell from about seventy to twenty-five 
millions. 


The company’s large surplus funds natu- 
rally attracted the attention of scheming 
financial sharks, among them John J. Mc- 
Farlane of Philadelphia, who subsequently 
served a sentence in State prison for wreck- 
ing the American Life Insurance Company 
of that city. Early in 1889 McFarlane was 
brought in contact with President Good- 
man through the instrumentality of Wil- 
liam Barnes, ex-superintendent of insurance 
of New York State. He offered to buy Mr. 
Goodman’s holdings, which represented a 
controlling interest, for $500 a share. As 
McFarlane brought letters of indorsement 
from highly reputable people, Mr. Good- 
man did not turn a deaf ear to the extraor- 
dinary offer. 


Through the instrumentality of a number 
of persons interested in the welfare of the 
company, President Goodman was induced 
to reject the offer of McFarlane; but the 
constant danger presented by the existence 
of the stock led to an effort to retire the 
capital and transform the company into a 
purely mutual institution. The co-opera- 
tion of stock and policy holders was secured, 
proper legislation was passed, and before 
the close of the year the company became 
mutual in fact as wellas name. The com- 
pany, on behalf of the policy holders, pur- 
chased the entire stock outstanding for 
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Mr. Goodman retired as president, and 
was succeeded by Mr. Bunce, while Mr. 
Holcombe was made vice-president. Mr. 
Charles H. Lawrence was elected secre- 
tary.. 

As a mutual company, and in the hands 
of a management thoroughly honest and 
well acquainted with the needs of the busi- 
ness, the Phoenix has steadily grown in 
strength and public confidence. Since 1889 
its surplus funds have increased from $534,- 


000 to $667,000, notwithstanding the heavy 
expenditures necessitated by a rapidly- 
growing business. The number of new 
policies annually issued by the company 
increased from 1224 in 1889 to 7757 in 1898. 
There are at present 31,592 policies in force, 
insuring $51,170,782. The cash assets re- 
ported on December 31 last, as verified by 
the examination of the Connecticut depart- 
ment, are $11,660,627, and the reserve held 
for the benefit of policy holders, $10,768,755. 





PRESS NOTICES ON 


The first number of Mr. Henry H. Put- 
nam’s MONTHLY JOURNAL OF INSURANCE 
ECONOMICS has appeared. Its purpose, it 
says, is “to discuss insurance questions 
from the standpoint of economics. It pro- 
poses to present the best thought of the 
best men upon the problems of underwrit- 
ing. It does not seek support from any 
interest on account of the opinions it may 
express. Its only policy is to state things 
exactly as they are, believing that this is 
its first duty to its readers, upon whom it 
will depend for success.’”” There is satis- 
factory evidence in this initial number that 
the new publication will live up to this 
high purpose. The contributed articles 
are sound and well written, and the editori- 
al comments on the current features of the 
several forms of insurance are all timely 
and instructive. Thereare insurance news- 
papers by the score, but no publication that 
can be termed distinctly a review. We 
think that Mr. Putnam will finda permanent 
place ior his review.— Weekly Underwriter. 


¥ 


A handsomely printed magazine of 
twenty-eight pages, exclusive of cover, the 
last page of the latter carrying the only 
advertisement to be found in the present 
issue. As the magazine professedly will 
depend for success upon its readers the 
paucity of advertising probably is not ma- 
terial. Thecontents embrace three leading 
articles and a review of the more important 
events of the month. Close study, for the 
most part clear thinking, a prodigious 
amount of labor, and a curious pench 


«INSURANCE ECONOMICS.” 


paragraphs characterise the first number.— 
The Standard, 
* 


The initial number has interesting and 
discriminating discussions of several 
branches of the business which are now of 
especial interest, and the tenor of the pub- 
lication promises a valuable addition to the 
list of thoughtful insurance publications. 
It discusses the news rather than simply 
recording it, and it is free from the adver- 
tising features which mar so many trade 
journals. Itis in magazine form, and every 
way is worthy not only of attention but of 
preservation.—Boston Herald. 


* 


Attractive in form and typography and 
excellent in the quality of its contents. 
The leading article, explaining the use and 
necessity of the coinsurance principle in 
fire insurance, is an admirably lucid effort 
to make the layman comprehend this much 
misunderstood principle ; and it would be 
a valuable thing for fire underwriting if 
this article could be placed in the hands of 
legislators and insurants generally. The 
other articles are likewise excellent. If 
the standard set by this first issue be main- 
tained, the new journal will thereby demon- 
strate its right to live, and, doubtless, 
appreciation will follow rapidly. — The 
Surveyor. 


> 


Judging from a perusal of the articles 
contained in its first issue, it will prove a 
favorite among its exchanges and will not 
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port to make it a successful publication from 
a business standpoint. ‘‘Rough Notes” 
commends INSURANCE ECONOMICS as an 
educator that should receive instant recog- 
nition and the generous support of all classes 
of agents and underwriters.—Rough Notes. 


> 


It will deal with insurance from its econ- 
omic standpoint and will contain, besides 
editorials in Mr. Putnam’s excellent style, 
signed articles by men who have made a 
study of insurance and its relations to 
society, and especially to the economics of 
society. If Mr. Putnam is as successful in 
making it interesting and readable as he 
was with his ‘‘ Standard ”’ editorials there 
will be little question that it will make its 
way despite the crowded field.—Insurance 
World. > 


A well edited, readable journal. Mr. 
Putnam, until recently editor of ‘‘ The 
Standard,’’ has gained a reputation as a 
thoughtful and excellent writer on insur- 
ance topics.— Western Insurance Review. 


> 


In the first issue is presented a carefully 
prepared paper upon the economic princi- 
ples of fire insurance rating, another upon 
life insurance and a third from the versatile 
pen of James T. Phelps, upon installment 
insurance, followed by a review of the 
month brightly written, with various 
briefer comments, all of which indicate 
that the new journal is to win a good posi- 
tion among the magazines devoted to this 
great subject.—IJnsurance Topics. 


> 


Appears as a new phase of insurance jour- 
nalism. While it comments on passing 
insurance occurrences, it dismisses news 
reporting, and limits itself to the discussion 
of principles. This involves an elaboration 
of the several curricula of the insurance 
formulation in its different branches. It is 
a difficult task. Insurance, as a science, is 
but little understood, and at present is very 
much jumbled up as a trade. Wewish Mr. 
Putnam success. His treatment, in the 
past, of the subject of the concentration of 

insurance has shown that he appre- 
hds, or is beginning to apprehend, the 
ditions of insurance in the future, and 


call for such a journal as he has started.— 
American Exchange and Review. 
* 

A right attractive and interesting publi- 
cation it is. While it adds one more to the 
already numerous periodicals especially 
devoted to insurance interests, it has the 
merit of being somewhat unique in that its 
principal purpose is ‘‘to discuss insurance 
questions from the standpoint of econo- 
mics:’’ in other words, ‘‘to present the 
best thought of the best men upon the 
problems of underwriting,’’ and thus to 
occupy a special field in its line instead of 
covering the broader scope usual among 
the journals of the business. Moreover, it 
has the further fact to recommend it that 
its publisher, Mr. Putnam, enjoys an excel- 
lent reputation as an insurance writer, and 
withal is well and favorably known person- 
ally. We have no doubt that his magazine 
will do good work along the lines which 
have been marked out for it, and thus be of 
service to underwriting interests in general. 
— United States Review. 


¥ 


From the masterly manner in which it 
treats the insurance questions of the day 
we predict it will make a success.—Jnsur- 
ance Sun. 

¥ 


The first number contains several 
thoughtful articles worth reading.—Jnsur- 
ance Observer. Ps 


The first number is a very creditable pro- 
duction. The field is well covered, as far 
as editorial comment is concerned, and the 
leading articles are thoughtful presenta- 
tions of the topics considered.—Jntelligencer. 


> 


Gives practical demonstration that it will 
be a useful publication for the insurance 
profession.— Views. 


* 


We are favorably impressed with the May 
number, and confidently predict success.— 
Insurance Magazine. 


* 


Well filled with thoughtful articles and 
briefer editorial comment. Altogether the 
new journal is highly creditable to its con- 
ductor and ought to be received with gen- 








LETTERS TO THE EDITOR. 


PROVIDENCE, R. I., May 23, 1899. 
Your life articles are interesting as well 
as instructive. It issaid that a good work- 
man needs good tools. If this volume is 
any indication of subsequent issues, your 
publication will be a desirable addition to 
our files. Wishing you the fullest measure 


of success. 
G. S. HASTINGS. 


¥ 


BuFFALO, N. Y., May 25, 1899. 

I have not had time before to thank you 
for the very able and judicial manner in 
which you treated our association in the 
initial number of your paper. As you 
would expect, there are one or two points 
upon which I might join issue with you, 
but taken as a whole it is temperate and 
fair, and I thank you both personally and 
officially for it. 

Cc. H. WOODWORTH, President, 
National Association Local Fire Insurance 


Agents. 
¥ 


Boston, Mass., May 18, 1899. 
It strikes me as being the best insurance 
periodical I have seen. You have written 
on subjects which are uppermost in the 
thought of every progressive insurance 
man today, and your advertising space 
seems to be at the minimum. 
FRED. B. CARPENTER. 


> 


INDIANAPOLIS, May 19, 1899. 
After a partial perusal of the first issue of 
your journal I desire to congratulate you 
over covering a field in journalism that 
must prove of great value to all classes of 
underwriters. I shall take great pleasure 
in commending INSURANCE ECONOMICS. 
Thanking you for the production of so able 
and useful a journal, and hoping it will 

meet with the support it deserves, I am, 
Very truly yours, 
H. C. MARTIN. 


> 


RICHMOND, Va., May 8, 1899. 
I beg to congratulate you upon this new 
line of literary work and wish for you emi- 
nent success. We have many insurance 


observe they all treat the subject from a 
professional or technical standpoint, and 
the writers seem to aim to reach only men 
engaged in this calling. Since life insur- 
ance affects’ the interests of more people 
than perhaps any other calling in this 
country, the public should be well informed 
upon its economic side, yet I have never 
observed its treatment upon the line which 
you propose. The business will benefit 
more people and our work will be made 
easier and our calling more useful in pro- 
portion as the public fully understands the 
economic side of the question. 
IRA MOWERY. 


¥ 


CHICAGO, May 23, 1899. 

We are much interested in the first num- 
ber, and want to see more of the publica- 
tion. 

GEO. W. BLOSSOM. 
5 
BALTIMORE, Md., May 18, 1899. 

I have read the May number of the 
MONTHLY JOURNAL OF INSURANCE ECo- 
NOMICS with a great deal of pleasure, and 
would like to ask you to put me right on 
one or two points upon which my ideas 
have been at variance with those outlined 
on page 23, ‘‘ Under Some Elements of the 

roblem.’’ You state that it is clear that 
companies whose investments are most 
largely in profitable mortgage loans will 
not feel the necessity for the three per cent. 
reserve while the company whose invest- 
ments are largely in stocks and bonds 
and in real estate whose net productiveness 
is below two and one-half or three per cent. 
will incline to favor the higher reserve. 
Prior to this you have given the three big 
New York companies and the Northwestern 
& Pennsylvania Mutual as the companies 
who have recently gone to the three per 
cent. reserve. 

Now, can you tell me of any. company 
holding a larger percentage of its assets in 
mortgage loans than the Northwestern or 
a smaller percentage in stocks (nihil), 
bonds or real estate than the Northwest- 
ern’s? 

In discussing the ‘‘ State Standards”’ you 
(and Mr. Cutting) speak of the increased 
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it. Is it not true that the Northwestern 
and the Pennsylvania are the same com- 
panies they were a year ago? The change 
has not affected the mortality or the income 
from their investments nor made the man- 
agement less economical. Won't the cost 
of a twenty-year endowment on the three 
per cent. reserve for the last ten years be 
enough less than the four per cent. reserve 
to make up for the increase in the first ten 
years? Won’t the full paid dividends on a 
limited payment life offset the greater cost 
during the premium period, and won’t the 
much larger dividends on the ordinary life 
in later years equalize the net cost? Isn’t 
the cost of insurance in a mutual company 
based more on mortality, management and 
interest, rather than the standard of re- 
serve? Thanking you for the pleasure 
your paper has given me, I am, 
Very truly yours, 


L. M. MILLER. 


[We are not prepared to question what is 
said in regard to increased cost; in fact 
we believe that in a mutual company, in 
the long run and taking the body of policy- 
holders as a whole, there is no actual in- 
crease in cost. And that is certainly an 
argument in favor of adopting a three per 
cent. reserve, whenever the general inter- 
ests of the policy-holders seem to demand 
it. There can be no question, however, 
that there is an increase in current cost to 
each individual policy-holder, and not all 
of the policy-holders or their beneficiary 
will realize the deferred benefits to which 
our correspondent refers. But this, of 
course, is true more or less of all life insur- 
ance. 

But the question seems to be whether the 
economic necessities of the business demand 
the three per cent. reserve, and the conse- 
quent increase in current cost to each indi- 
vidual policy-holder. There seems to be 
no reason why current cost should be in- 
creased merely forthe sake of larger returns 
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in the future,—not to all the policy- 
holders, but only to a part of them. If 
safety really demands the three per cént. 
reserve, we ought to have it regardless of 
increased cost or seeming inequity to a -por- 
tion of the policy-holders; but not until 
there is such a demand. 

We are well aware that the Northwest- 
ern’s assets are largely invested in profit- 
able mortgages, and for that reason con- 
clude, as intimated in a previous article, 
that the company went to the three per 
cent. reserve on competitive grounds large- 
ly and not from actual necessity.—Ep. ] 


> 


HARTFORD, May 17, 1896. 

Upon page 25 of volume 1, No. 1, of your 
JOURNAL we note that: in the obituary 
notice of the late, William D. Whiting you 
state that ‘‘ but more recently his proclivi- 
ties toward agitation and change led him 
to favor a new basis of valuation for the 
first year’s premium, his design being to 
value this premium as term insurance, 
allowing a greater portion to be diverted to 
the expense of placing the business. In 
Connecticut he induced the insurance de- 
partment to accept this method of valua- 
tion, but was unsuccessful in approaching 
the Massachusetts department.”’ 

Permit me to call your attention to the 
inaccuracy of this statement. No change 
in the method of valuing policies has taken 
place in this department, and the methods 
here pursued differ in no wise from those in 
vogue in Massachusetts or New York. This 
department interprets the contract of insur- 
ance issued by a company, and if the same 
provides for a preliminary one-year term 
the policy is valued accordingly. Thank- 
ing you in advance for publishing this cor- 
rection, believe me to be, with wishes for 
your success, 

Yours very truly, 


S. H. WOLFE, Actuary. 


PUBLICATIONS RECEIVED. 


“Chronicle Fire Tables,” abridged edition. 
Giving the record of fire losses in the United 
States for 1898, classified by states, causes and 
- months; also a comparison of the annual waste 
for twenty-four years. The loss reported for 


1898 is $131,000,000, against $116,000,000 in 
1897. It is the largest loss since 1895, when 
the total equalled $142,000,000. The abridged 
tables are very convenient and of great value as a 
means of reference. Price, 25 cents per copy. 
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Published by The Chronicle Company, 97 Cedar 
St., New York City. 


“Ohio Fire Insurance Report for 1899.” An 
extremely interesting report, discussing a number 
of timely and important topics, among them 
valued policy and coinsurance laws, state fire mar- 
shal, overhead writing and rating by local boards. 
Commissioner Matthews recommends the repeal 
of the valued policy and coinsurance laws, and 
the passage of an efficient state fire marshal law. 
He upholds rate-making by the local boards un- 
der the Ohio anti-trust law, and deprecates the 
practice of overhead writing. 


The annual address of President Edward S. 
Gay of the Southeastern Tariff Association. Mr. 
Gay pleads strongly for the more equal and 
scientific method of rating, because of its effect 
upon public opinion, and thinks the universal mer- 
cantile schedule the most advanced attempt in 
this direction. Mr. Gay does not hesitate to con- 
demn the practice of companies which take oath 
under the Mississippi tax law regarding non- 
membership in rating associations, for the purpose 
of taking advantage of the two per cent. tax law, 
and then assure the Southeastern Tariff Associa- 
tion that they will observe its rates and rules. 

The reports and addresses made at the annual 
meeting of the National Board of Fire Under- 
writers. A most interesting and valuable set of 
documents, particularly the address of President 
Irvin, which includes carefully prepared statistics 
showing the trend of the business in its different 
aspects, and discussing questions of legislation, 
taxation, profits, enlarged powers of the board and 
the relations of the companies with their agents. 
Any of these documents can be procured by ap- 
plication to the secretary of the board, 156 Broad- 
way, New York City. 


‘*Cyclopedia of Insurance,” A review of the 
year’s chief events, and containing also much his- 
torical, descriptive and definitive matter which is 
invaluable to all progressive insurance men. 
Published at Hartford by F. M. Earl, 53 Trum- 


bull Street. 


‘Mistakes of Legislation with Respect to Co- 
operate Interests,” by J. F. Downing. Anaddress 
delivered before the Local Underwriters Associa- 
tion of Kentucky, at Louisville, May 18, 1889. 
Mr. Downing has gained a wide reputation as an 
advanced thinker upon current insurancequestions. 
His address is full of striking suggestions and perti- 
nentcomment. Elsewhere reference is made to his 
proposition in regard to state control of risk classi- 
fication. He makes a novel suggestion in re- 


gard to the prevention of over-insurance, saying: 
‘‘If these valued policy laws have been enacted 
for the purpose of making insurance companies 
more careful not to over insure property, and 
punishing them if they do, by compelling them to 
pay more than the actual loss sustained, I would 
ask if deterrent laws of a different character would 
not answer a better purpose. If overinsurance, 
as is undoubtedly the fact, has a tendency to 
increase the number of incendiary fires, whoever 
is guilty of knowingly and willfully placing in the 
hands of a property owner more insurance than 
he is entitled to, and incendiarism follows, be- 
comes a particeps criminis, and should be pun- 
ished accordingly. It is hardly to be expected, 
however, that our criminal codes will ever be 
made to cover such offences; but a law something 
like the following might well be favorably con- 
sidered: In every case of a total loss on building, 
where there is overinsurance but no evidence of 
incendarism, let the law provide that the agent or 
agents, or whoever is responsible for placing or 
furnishing the insurance, shall be liable to a fine, 
as for a misdemeanor; and let the insured be 
treated in like manner. Should incendiarism be 
charged, that would be a separate matter to be 
treated as the law provides for such crimes. 
These may be fanciful ideas — too much at vari- 
ance with common notions as to the “eternal 
fitness of things’””— but a wrong is a wrong, and 
should be treated as such and duly punished. An 
agent of a fire insurance company occupies a 
position of trust, and one of no small responsi- 
bility, and any dereliction of duty on his part 
should not be lightly treated.” 
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